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THURSDAY, APRIL 12, 1956 


UNITED STATES SENATE, 
COMMITTEE ON ARMED SERVICES, 
Washington, D. C 


The committee met, pursuant to call, at 10 a. m., in room 212, 
Senate Office Building. 

Present: Senators Russell (chairman), Stennis, Jackson, Salton- 
stall, and Smith (of Maine). 

Also present: Frank A. Bartimo, Deputy Assistant General Coun- 
sel, Department of Defense. 

Harry L. Wingate, Jr., chief clerk; and William H. Darden, T 
Edward Braswell, and K. E. BeLieu, of the committee staff. 

Chairman Russeuu. I am sure that all of those present are aware 
that this is the opening of the Senate hearings on H. R. 9429, a. bill 
to provide medical care for dependents of members of the uniformed 
services. 

At this point in the record, we will have printed a copy of the bill, 
as well as the letter, which was received only this morning, from the 
Bureau of the Budget, suggesting certain amendments to the bill. 
I have not vet had an opportunity to read the letter 

(The bill, H. R. 9429, and the letter from the Bureau of the Budget, 
are as follows: ) 

[H. R. 9429, 84th Cong., 2d sess.} 
AN ACT To provide medical care for dependents of members of the un med services, and for 
poses 

Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, 

TITLE I 


Sec. 101. The Congress declares it to be the purpose of this Act to provide an 
improved and uniform program of medical care for dependents of members of the 
uniformed services. The Congress believes that it is sound publie policy to pro- 
vide such an improved and uniform program of medical care as an important 
factor in the creation and maintenance of high morale throughout the uniformed 
services because it assures such personnel at home and overseas that the medical 
care of their dependents is being provided. 

Src. 102. As used in this Act— 

(a) The term ‘‘uniformed services” means the Army, the Navy, the Air Force, 
the Marine Corps, the Coast Guard, the Coast and Geodetic Survey, and the 
Commissioned Corps of the Public Health Service. 

(b) The term “member of a uniformed service’? means a person appointed, 
enlisted, inducted or called, ordered or conscripted in a uniformed service who has 
entered on active duty or active duty for training for a period in excess of thirty 
days. 

(c) The term “retired member of a uniformed service’? means a member or 
former member of a uniformed service who is entitled to retired, retirement, or 
retainer pay or equivalent pay as a result of service in a uniformed service, ether 
than a member or former member entitled to retired or retirement pay under 
title III of the Army and Air Force Vitalization and Retirement Equalization 
Act of 1948. 
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d) The term ‘‘dependent’”? means— 
1) in the case of any male member or retired member of a uniformed 
service 
A) his lawful wife 
B) his unmarried legitimate children under twenty-one years of age, 
or such unmarried dependent children over twenty-one years of age who 
are incapable of self-support because of being mentally or physically 
incapacitated and who are in fact dependent on the member for over 
half of their support, and his dependent children over twenty-one years 
of age duly enrolled in a full-time course of study in an institution of 
higher learning as approved by the Secretary of Defense. The term 
“children” shall, in addition to the member’s own or lawfully adopted 
hildren, include stepchildren; 
C) his parents and parents-in-law if in fact dependent on him for 
over half of their support; 


D) his unremarried widow, and his children as defined in (B): and 


Cc 


2) in the case of any female member or retired member of a uniformed 
service 
\) her lawful husband, if in fact dependent on her for over half of 
his support; 


B) her unmarried legitimate children under twenty-one years of age 
or such unmarried dependent children over twenty-one years of age who 
are incapable of self-support because of being mentally or physically 
incapacitated and who are in fact dependent on the member for over 
half of their support, and her dependent children over twenty-one years 
of age duly enrolled in a full-time course of study in an institution of 
higher learning as approved by the Secretary of Defense. The term 
“‘children’”’ shall in addition to the member’s own or lawfully adopted 
children include stepchildren; 

C) her parents and parents-in-law if in fact dependent on her for over 

half of their support; 

D) her unremarried widower if at the time of the member’s death he 
was in fact dependent on her for over half of his support, and her children 
as defined in (B). 

e) The term ‘Secretary of Defense’’ is applicable to the Army, Navy, Air 
Force, Marine Corps, and the Coast Guard when operating as a service with the 
Navy. 

f) The term ‘Secretary of Health, Education, and Welfare”’ is applicable to the 
Coast Guard when not serving with the Navy, the Coast and Geodetic Survey, and 
the Public Health Service. 

Sec. 103. (a) Whenever requested, medical care shall be given dependents of 
members and dependents of retired members of a uniformed service in medical 
facilities of the uniformed services subject to the availability of space, facilities, 
and the capabilities of the medical staff, and any determination made by the 
cognizant medical authority as to availability of space, facilities, and the capa- 
bilities of the medical staff, shall be conclusive. The medical care of such de- 
pendents provided for in medical facilities of the uniformed services shall in no 
way interfere with the primary mission of those facilities. 

b) In order to provide more effective utilization of medical facilities of the 
uniformed services the Secretary of Defense and the Secretary of Health, Educa- 
tion, and Welfare shall jointly prescribe regulations to insure that dependents 
entitled to medical care in a medical facility of a uniformed service under the 
provisions of this Act shall not be denied equal opportunity for medical care be- 
cause of the service affiliation of the service member. 

ce) The Secretary of Defense, after consultation with the Secretary of Health, 
Education, and Welfare, shall establish charges for any subsistence given de- 
pendents in connection with medical care in the facilities of the uniformed services, 
which charges shall be the same for all dependents of members and dependents of 
retired members of the uniformed services. 

(d) As a restraint on excessive demands for medical care under this section, 
uniform minimal charges may be imposed for outpatient care but such charges 
shall be limited to such amounts. if any, as may be established by the Secretary 
of Defense after consultation with the Secretary of Health, Education, and 
Welfare, under a special finding that such charges are necessary. 

(c) Any amounts that are received in payment for subsistence and medical care 
rendered dependents in facilities of the uniformed services shall be deposited to 
the credit of the appropriation supporting the maintenance and operation of the 
facilities furnishing the care 
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(f) Medical care under this section shall be limited to th 

(1) Diagnosis; 

(2) Treatment of acute medical and surgical conditions 

(3) Treatment of contagious diseases; 

(4) Immunization: and 

(5) Maternity and infant care. 

(g) Hospitalization under this section is not authorized dependents for the 
following, except as the Secretary of Defense after consultation with the Secretary 
of Health, Education, and Welfare may by regulation provide 

(1) domiciliary care and chronic diseases; 
(2) nervous and mental disorders (except for diagnostic purposes 
3) elective medical and surgical treatments as determined by t} 
physician. 
(h) Dependents shall not be provided under this section— 

(1) prosthetic devices, hearing aids, orthopedic footwear, and spectacles, 
except that outside the continental limits of the United States and at remote 
stations within the continental limits of the United States where adequate 
civilian facilities are not available, those items, if available from Government 
stocks, may be provided to dependents at prices representing full cost to the 
Government; 

(2) ambulance service, except in acute emergency; 

(3) home calls, except in special eases where it is determined by the cogni- 
zant physician to be medically necessary; 

(4) dental care, except— 

(A) emergency care to relieve pain and suffering but not to include 
any permanent restorative work or dental prosthesis; 

(B) care as a necessary adjunct to medical or surgical treatment; and 

(C) outside the continental limits of the United States and in remote 
areas within the continental limits of the United States where adequate 
civilian dental facilities are not available. 


e following: 


: and 
1e cognizant 


TITLE 


Sec. 201. (a) In order to assure the availability of medical care for the wives 
and children of all members of the uniformed services the Secretary of Defense, 
after consultation with the Secretary of Health, Education, and Welfare, shall 
eontract for medical care for such persons, pursuant to the provisions of this title 
under such insurance, medical service, or health plan or plans as he deems appro- 
priate, which plan or plans shall include, but shall not be restricted to, the following: 

(1) Hospitalization in semiprivate accommodations up to three hundred and 
sixty-five days for each admission, including all necessary services and supplies 
furnished by the hospital during inpatient confinement; 

(2) Medical and surgical care incident to a period of hospitalization; 

(3) Compiete obstetrical and maternity service, including prenatal and post- 
natal care; 

(4) Required services of a physician or surgeon prior to and following hospital- 
ization for a bedily injury or for a surgical operation; 

(5) Diagnostic tests and procedures, including laboratory and X-ray examina- 
tions, accomplished or recommended by a physician incident to hospitalization; 

(6) Payment by the patient of the first $25 of hospital expenses incurred 
under paragraph (1) of this subsection for each admission. 

(b) Subsection (a) shall be subject to such reasonable limitations, additions, 
exclusions, d>finitions, and related provisions as may be provid: -d in such insurance, 
medical service, or health plan or plans, approved by the Secretary of Defense 
after consultation with the Secretary of Health, Education, and Welfare. 

(ec) The dependents covered under this section may elect to receive medical 
care under the terms of this Act in either the facilities of a uniformed service 
under the conditions specified in title I of this Act or in the facilities provided 
for under such insurance, medical service, or health plan or plans, as may be 
provided, except that the right to such election may be limited under regulations 
prescribed by the Secretary of Defense, after consultation with the Secretary of 
Health, Education, and Welfare, for such dependents residing in areas where the 
member concerned is assigned to a post or installation of a uniformed service 
where adequate medical facilities of a uniformed service are available for such 
dependents. 

Sec. 202. In order to improve the availability of medical care for retired 
members of a uniformed service, and their dependents, and dependents of members 
not included in section 201, the Secretary of Defense after consultation with the 
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Secretary of Health, Education, and Welfare, may, as he deems appropriate, 
contract for an insurance, medical service, or health plan or plans which will 
provide medical care for these retired members and dependents. The extent of 
the medical care to be provided under such plan or plans and the retired members 
and dependents to be included will be as prescribed by regulations of the Secretary 
of Defense as approved by the President which regulations shall prescribe the 
payment to be made by the dependent or retired member, which payment shall 
not be less than the payment required of dependents under section 201. 

Sec. 203. In order to improve the availability of medical care to dependents of 
members of the uniformed services located outside the continental limits of the 
United States where medical facilities of the uniformed services are not available, 
the Secretary of Defense or the Secretary of Health, Education, and Welfare, as 
appropriate, may contract for medical care for such dependents with acceptable 
local medical sources, or the Secretary of Defense after consultation with the 
Secretary of Health, Education, and Welfare may contract for medical care for 
these dependents under such insurance, medical service, or health plan or plans 
as he deems appropriate. 

Sec. 204. Any insurance, medical service, or health plan or plans which may 
be entered into by the Secretary of De fense with respect to medical care under 
the provisions of this Act shall contain a provision for a review, and, if necessary, 
al oni istment of payments by the Secretary of Defense or Secret: ary of Health, 
Education, and Welfare not later than one hundred and twenty days after the 
first year the plan or plans have been in effect and each year thereafter. 

Sec. 205. In order to effectuate the purposes of this title, the Secretary of 
Defense is authorized to establish insurance, medical service, and health plan 
advisory committees to advise, consult, and make recommendations to the Secre- 
tary of Defense, provided that the Secretary issues regulations setting forth the 
scope, procedures, and activities of such committees. These committees shall 
consist of the Secretary of Defense or his designee, who shal] be chairman, and such 
other persons as the Secretary may appoint. Their members shall be, to the ex- 
tent possible, representative of insurance, medical service, and health plan or 
plans, and shall serve without compensation but may be allowed transportation 
and per diem in lieu of subsistence and other expenses. 


TITLE III 


Sec. 301. Under regulations prescribed jointly by the Secretaries of Defense 
and Health, Education, and Welfare: (1) Members of the uniformed services on 
active duty or active duty for training shall be furnished medical and dental care 
in any medical facility of the uniformed services. (2) Retired members of 
uniformed service may be furnished required medical and dental care in any 
medical facility of a uniformed service, if requested, subject to the availability of 
space and facilities and capabilities of the medical staff, except that a retired 
member who has completed not less than thirty years of active service shall, upon 
request, be furnished required medical and dental care in a medical facility of a 
uniformed service subject only to availability of space, facilities, and capabilities 
of the medicai staff: (3) When a member or retired member of a uniformed service 
receives medical or dental care in a facility of another uniformed service. the 
appropriation supporting the maintenance and operation of the medical facility 
furnishing the medical or dental care shall be reimbursed at rates to be established 
by the Secretary of Defense after consultation with the Secretary of Health, Edu- 
eation, and Welfare 

Sec. 302. Retired enlisted men of the Army and Air Force when hospitalized 

in a Federal hospital shall receive the ration allowance prescribed by law for 
enlisted men of the Regular Army and Air Force when so hospitalized. 
Sec. 303. Where a dependent, or retired member as defined in this Act, who 
is covered under an insurance, medical service, or health plan or plans, as provided 
in this Act, requires hospitalization beyond the period of time provided under 
such plan or plans, such dependent or retired member may be transferred to a 
medical facility of a uniformed service for the continuation of the necessary 
hospitalization. Where movement to such medical facility is not feasible, the 
expenses for the additional hospitalization required by suc h dependent or retired 
member in a civilian fac ility are authorized to be paid, subject to such regulations 
as the Secretary of Defense after consultation with the Secretary of Health, 
Education, and Welfare, may prescribe. 

Suc. 304. There are hereby authorized to be appropriated such sums as may be 
necessary to carry out the provisions of this Act. 
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Sec. 305. (a) The following laws and parts of laws are hereby repealed 

(1) So much of the Act of July 5, 1884 (ch. 217, 23 Stat. 107), as is contained 
in the proviso under the heading ‘‘ Medical Departments”’ 

(2) The Act of May 10, 1943 (ch. 95, 57 Stat. 80), except section 4 of such Act, 
and except that part of section 5 which relates to persons outside the Naval Service 
mentioned in section 4 of such Act. 

(3) Section 326 (b) of the Public Health Service Act, except as it relates to 
dependent members of families of ships’ officers and members of crews of vessels 
of the Coast and Geodetic Survey. 

(4) Section 710 (a) of the Act of July 1, 1944 (ch. 373, 58 Stat. 714), as amended. 

(5) Public Law 108, approved June 20, 1949, to the extent it authorizes hospital 
benefits for dependents of members of the reserve components of the Armed Forces. 

(b) All laws and parts of laws to the extent that they are inconsistent with the 
provisions of this Act are hereby repealed. 

Src. 306. This Act shall become effective one hundred and twenty days from 
the date of approval of this Act. 

Passed the House of Representatives March 2, 1956 


Attest: RALPH R. ROBERTS, 
Clerk 


EXECUTIVE OFFICE OF THE PRESIDEN’, 
BUREAU OF THE BUDGET. 
Wash ngton 5 dD, ie Api ole 56, 
Hon. Ricwarv B. Russet, 
Chairman, Committee on Armed Services, 
United States Senate, Washington 25, D. C. 


My Dear Mr. CuatrMan: Your committee has under consideration H. R 
9429. a bill to provide medical care for dependents of members of the uniformed 
service, and for other purposes. I am authorized to advise you that enactment 
of such legislation would be in accord with the program of the President and that 
its favorable consideration by the committee is strongly recommended. There 
are, however, several matters which we would like to suggst that the committee 
consider by way of possible amendments. 

i. As passed by the House, the bill gives the Secretaries of Defense and Health, 
Kdueation, and Welfare, great latitude in the medical and hospital services which 
they may provide dependents through community hospitals and private 
physicians. Because this is a new program without precedent or experience in 
which benefits once authorized by regulations cannot, if they exceed budget 
estimates, be eliminated without seriously affecting morale and since it is important 
for morale that the same services be provided dependents of all seven uniformed 
services, it is suggested that H. R. 9429 be amended to required approval by the 
President of all implementing regulations issued by the Secretaries of Defense 
and Health, Education, and Welfare. 

2. Section 103 (g) provides that hospitalization for domiciliary care, nervous 
and mental disorders, chronic diseases, and elective treatments is not authorized 
dependents in medicial facilities of the uniformed services except as provided 
in the Secretary of Defense’s regulations. The intent appears to be to prohibit 
these types of care for dependents except as authorized by the Secretary of Defense 
in unusual situations. To allow such care in some cases but not in others is sure to 
generate a growing demand for broadening the regulations to provide it for all 
dependents. In fact, providing the Secretary with this authority, even if he does 
not use it, will lead to constant pressure on him to authorize such care for all 
dependents. Provision of this long-term care will necessitate specialized medical 
facilities which are not now available for dependents and will interfere with the 
care of active duty patients in an emergency. It is, therefore, reeommended 
that section 103 (g) be amended to establish statutory standards which will strictly 
limit the time period (perhaps 6 months) during which hospitalization of depend- 
ents in facilities of the uniformed services may be authorized for nervous and 
mental disorders and chronic diseases. It is also recommended that section 103 
(g) be amended to prohibit hospitalization of dependents in facilities of the uni- 
formed services for domiciliary care and elective treatments. 

3. The bill provides that when members or retired members of a uniformed 
service are cared for in the medical facility of another uniformed service, the 
facility providing the care shall be reimbursed at rates set by the Secretary of 
Defense. On the other hand, there would be no reimbursement for care of depend- 
ents in similar circumstances. The Bureau’s experience in budgeting for our 
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Federal hospital systems indicates the desirability of the agency providing the 
care be reimbursed in order that the agency responsible for the patients shall bear 
the cost of their care and that funds to meet the expenses of providing the care 
are available to the facility actually rendering the care. Our experience also in- 
dicates that the administrative cost of the interchange of funds is less when an 
outside agency like the Bureau of the Budget sets a uniform reimbursement rate 
in order to resolve disagreements on the amount and coverage of the rates. It is, 
therefore, suggested that the bill be amended to require that when a dependent of 
a member or a retired member of a uniformed service receives care in a facility 
of another uniformed service, the medical facility furnishing the care be reimbursed 
at rates established by the Bureau of the Budget to reflect the average cost of 
providing such care. If, on the other hand, your committee feels it is not desir- 
able to require reimbursement in such cases, it is suggested that the bill be made 
consistent by eliminating the requirement in section 301 for reimbursement be- 
tween the uniformed services for care of members or retired members of such 
services. 

4. Section 201 (c) authorizes the Secretary of Defense to limit the right of de- 
pendents to choose between care in medical facilities of the uniformed services 
and care in community facilities whenever the member concerned is assigned to a 
post or installation where adequate medical facilities of a uniformed service are 
available. In our opinion giving the Secretary of Defense such authority is un- 
necessary and if generally used could result in considerable administrative ex- 
pense which would serve no useful purpose. We believe that the bill makes cere 
in uniformed service medical facilities more desirable than in community facilities 
for a number of reasons. One of the chief reasons is the fact that the uniformed 
service facilities will provide outpatient care and their charges to the dependents 
for inpatient care will normally be less than in community facilities. There is 
also a natural desire on the part of many members of the uniformed services to 
utilize their service facilities for care of their dependents. We, therefore, feel 
there is no need for concern about the possible poor utilization of available uni- 
formed service dependent care facilities and that they will be fully and effectively 
competitive with civilian facilities. 

5. Section 302 attempts to correct an existing inequity in law by authorizing 
the payment of a ration allowance to retired enlisted men of the Army and Air 
Force when hospitalized in a Federal hospital in the same way as now paid to 
Navy and Marine Corps retired enlisted personnel. When such personnel are 
hospitalized they now pay a subsistence charge so that the effect of section 302 is 
to furnish the retired enlisted men with the money with which to pay this charge. 
This double financial transaction accomplishes nothing and is administratively 
expensive. It is, therefore, recommended that the existing inequity be cor- 
rected by repealing section 207 of the act of June 25, 1938 (52 Stat. 1180), and 
by amending section 301 of H. R. 9429 to provide for a subsistence charge only 
for retired officer and warrant officer patients. 

6. Other less important changes in H. R. 9429 which the committee may wish 
to consider are: 

Deletion of section 203 since the Secretary of Defense has adequate authority 
under section 201 to contract for medical care of dependents outside continental 
United States. If section 203 remains in the bill, it should be amended to make 
applicable the same charges and limitations as are applied to such contract care 
in section 201. 

Amendment of section 301 to eliminate the special status given retired per- 
sonnel with more than 30 years’ service as compared with those with less than 
30 years’ service. The special status afforded 30-year personnel would nullify 
as far as they are concerned the requirement of Executive Order 10440 issued 
under the Career Compensation Act of 1949, that personnel retired for physical 
disability who require hospitalization for blindness, neuropsychiatric or psy- 
chiatric disorders and tuberculosis shall be cared for in Veterans’ Administration 
hospitals. The Veterans’ Administration has specialized facilities for the care 
of these chronic diseases and this provision of the Executive order is thus for the 
good of both the patient and the Government. The Executive order does per- 
mit personnel retired for disability who have 20 years of service to elect to go to 
military hospitals rather than Veterans’ Administration hospitals for acute illness 
or other chronic diseases. Thus, it seems to us that this section is unnecessary. 

Amend section 303 to restrict to the care authorized in section 103 the addi- 
tional hospitalization which the Secretary of Defense may provide dependents 
and retired personnel who require hospitalization beyond that provided by the 
insurance, medical service, or health plan. As now written, section 303 would 
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= 


permit additional hospitalization of dependents for condit 


ions for which they 
could not have been originally admitted to medical facilities of the uniformed 
services 


Sincerely yours, 
PercivaL F. Brunpaae, Director. 

Chairman Russe... The plan for the hearings is that testimony 
will be received today from pencoees, of the Department of 
Defense and from the Department of Health, Education, and Welfare. 
Tomorrow we will have before us the nongovernmental witnesses 
representing interested organizations and groups. The participation 
of these groups will be essential to the effective functioning of such 
dependent medical care program as the Congress may enact. 

It appears certain that our hearings will extend into the afternoon 
on both days, although we hope that we can conclude them tomorrow 
morning. 

The Chair believes there has been a general recognition for the past 
few years that the existing system of providing dependent medical 
care is incomplete, with many elements of unfairness. 

Among the military departments, there are differences in the type 
of care provided, and in the category of dependents eligible to receive 
such care. More important than these relatively slight differences 
is the fact that those dependents who reside near military medical 
facilities with unused capacity have a significant advantage over those 
dependents who do not have access to medical care from military 
sources, 

The bill before us provides a uniform statutory basis for providing 
dependent care through military medical sources. Moreover, it 
requires provision for civilian medical care for wives and children of 
the members of the uniformed services through the use of a health 
insurance or medical service plan. 

Permissive authority would be granted to extend the civilian care 
coverage to dependents other than wives and children, to retired 
members and their dependents, and to survivors of deceased personnel. 

It does not require any very profound or elaborate analysis of the 
problem to perceive that the establishment of a civilian medical care 
program poses complex, indeed formidable, questions involving admin- 
istration and the costs of such a program. The alternate methods of 
providing this care and the cost estimates will, of course, be brought 
out in the testimony during these hearings. 

Indicative of the extensive consideration that an improved depend- 
ent medical care program has recently received is the fact that the 
bill before us reflects House consideration of the third departmental 
proposal for dependent medical care during this Congress. 

The Chair also has noted that two of our colleagues who are mem- 
bers of this committee, Senator Jackson of Washington and Senator 
Smith of Maine, have each introduced a bill on the subject. And 
the views of those Senators who have thus indicated a deep interest 
in the matter will undoubtedly contribute a great deal to our deliber- 
ations on the pending bill. 

In a sense, we have an advantage, in that we have the benefit of 
very detailed and careful consideration in the other body. Anyone 
who reads the hearings there cannot fail to be favorably impressed 
by the time and conscientious effort devoted to the consideration. of 
this bill, that was largely shaped by Congressman Kilday and his 
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colleagues on the subcommittee of the House Armed Services Com- 
mittee. 

The committee print that is before the members includes pertinent 
quotations from the excellent report on dependent medical care pre 
pared in 1953 by the Citizens Advisory Committee. This committee 
was appointed by the Secretary of Defense, and headed by Dr. 
Harold G. Moulton. The print also contains the recommendations 
of the Comptroller General of the United States, and I am confident 
that both of these documents will be helpful to the committee in the 
course of our hearings and deliberations on this bill. 

The first witness for the Department of Defense is Dr. Edward 
H. Cushing, Deputy Assistant Secretary of Defense for Health and 
Medical Affairs 

Dr. Berry, the Assistant Secretary of Defense for Health and 
Medical Affairs, has advised the committee that he was unable to 
arrange his schedule SO that he could appear here today 

Dr. Cushing, we will be glad for you to proceed with vour testimony. 


STATEMENT OF DR. EDWARD H. CUSHING, DEPUTY ASSISTANT 
SECRETARY OF DEFENSE FOR HEALTH AND MEDICAL AFFAIRS 


Dr. Cusaine. Mr. Chairman, I am here to discuss the Uniformed 
Services Dependents Medical Care Act of 1956, H. R. 9429. 

[ am grateful for the opportunity to speak in support of this 
important legislation which has been under consideration by countless 
individuals and numerous committees during the past 6 years. 

In April 1953, the Secretary of Defense established an independent 
Citizens Advisory Commission, headed by Dr. Harold G. Moulton, 
president emeritus of the Brookings Institution, who, as you know, 
made a comprehensive and thorough study of the entire problem of 
medical care for military families. 

No members of this commission were connected with the Depart- 
ment of Defense or the Armed Forces, nor were they members of 
medical, dental, or allied professions. After careful investigation 
and consideration of all significant aspects of the problem, the Moulton 
Commission made recomme ndations for the establishment of a 
long-rang uniform program of de pe indent medical care. 

The Mo ilton Commission report is an intelligent and comprehensive 
study of medical care for military families. It is as applicable today 
as when it was published nearly 3 years ago. The legislation now 
under consideration embodies many of the important recommendations 
of this report 

Medical care probably has been extended to military families since 
the establishment of the Medical Department of the Army in 1818 
when ourfr ontiers were pushing westward. Wives and children who 
courageously followed the Army to these outposts customarily were 
attended by military surgeons. The provision of family care, within 
the capabilities of the medical services, became a part of the military 
life. 

In 1884, the 48th Congress provided legal sanction for this practice 
in an Appropriation Act which stated: 

The medical officers of the Army and contract surgeons shall whenever prac- 
ticable attend the families of the officers and soldiers free of charge. 
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As you know, our Military Establishment now stands at about 3 


million people. The families of these rrembers of our Armed Forces 
include 2% million wives and children. These Americans are scat- 
tered thre ughout the world, and they are possibly 1e largest transient 


group in our population. 

They live in all of the 48 States and Territories—in cities and rural 
areas, on farms, and at military bases. 

There is great inequity in the amount of medical care provided for 
these families. It has been estimated that ee t 40 percent of these 
persons receive no care whatsoever from m ‘lites sources. Some are 
not located near a service hospital or dispe ‘ary. 

In many populous areas others are unable to obtain adequate care 
because of the prior requirements of military personnel. Smaller 
military medical facilities are often unable to furnish the specialized 
professional care these patients may need. 

Legislation is necessary to extend these benefits in an equitable 
manner to those who are not receiving this care. We are opposed te 
any action which would result in the curtailment of dependent care 
when there are beds and professional services available in our hospitals 
and clinics. 

Senator SALTONSTALL. What do you mean by that statement, Dr. 
Cushing? I do not quite understand it. 

Dr. Cusuine. We feel if, in time of war, we have a need for these 
beds, we naturally could curtail the dependent care, and the statement 
here is, we are opposed to an action which would curtail care if we 
had beds available. Is that clear, sir? 

Senator SaALTronstaLy. Well, what I had in mind was, what I was 
trving to understand was, if we pass a law requiring you to do certain 
things, we have got to ngtees the facilities and the people to do those 
things, in time of war or peace or any other time, have we not? 

Dr. CusninG. It was our feeling, sir, that our primary duty is, in 
medical military hospitals, to care for military personnel. We do not 
feel that we should do anything to detract from that, but we should 
care for our dependents when the space is available. 

Senator SALTONSTALL. That raises the question, which, with the 
chairman’s permission, | will ask at this time, or perhaps at a later 
time if it would be more appropriate. 

Chairman Russet. Raise it now, if it does not disturb the wit: 

Senator SALTONSTALL. Not the opposition, but the suggestion I have 
received in my mail from responsible people about doing all this work 
in Government establishments rather than in the private hospitals. 

Now, some of vour close friends, I know, feel quite differently, and 
are quite upset on that problem, as you may know. 

Dr. Cusnine. | do know, sir. And as we go on with this prepared 
statement, I think it may answer that. 

Senator SALTONSTALL. Is this the time 

Dr. CusninG. I am glad to take it up any time, sir. 

Senator SALTONSTALL. Whenever it is most appropriate. 

Dr. Cusuinea. If | — continue reading the statement 

Chairman Rt — [ had assumed, from that discussion, it was 
the position of Dr. Cushing and the Department that they did not 
agree with the con sineibe that the dependents should be treated 
altogether in private or public institutions other than military 
facilities. 


less. 
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Dr. Cusuinc. We feel very definitely we should take care of 
some 

Sena ane SALTONSTALL. You should. 

Dr. CusHinG (continuing). We should take care of dependents in 
wiles facilities when the space is available. 

Senator SaALTONSTALL. Mr. Chairman, do you care to pursue this 
now, or let the doctor finish his statement? 

Chairman Kusseuu. | think it is well to let him proceed further 
with his statement. It may clarify the question in our minds, 

Dr. Cusninc. We are opposed to any action which would result in 
the curtailment of dependent care when there are beds and professional 
services available in our hospitals and clinics. 

The medical services consider the treatment of military families as 
part of their proper responsibilities and not as an added or unwanted 
burden. 

Under the present bill, the hospitals and dispensaries of the military 
departments and of the Public Health Service are authorized to pro- 
vide necessary care for the families of members of these uniformed 
services, provided facilities and professional personnel are available 
for this purpose. 

In order to extend medical care to the families of persons on active 
duty, for whom it may not now be available, the Secretary of Defense 
is directed to provide such care through civilian sources by an insur- 
ance or health plan. 

The only cost to the patient, under the provisions of such a plan, 
would be the first $25 of the expenses incurred during civilian hos- 
piguea Gen, or hospitalization in civilian hospitals. 

The bill would also authorize, but not direct, the Secretary of 
Defense to contract for the necessary medical care of specified depend- 
ents of retired and deceased members of the uniformed services who 
are unable to obtain such care from medical facilities of the uniformed 
services. 

Modern medical treatment is costly. It is imperative that the 
Secretary of Defense conduct the proposed insurance or health plan 
within prescribed budgetary limitations. Minimum controls should 
be employed to insure that the ¢ apabilities of existing hospitals of the 
uniformed services are utilized to the maximum extent. 

When dependents live near a hospital of one of these services, | 
believe necessary care should be obtained from that hospital rather 
than from civilian sources. This position is in accord with that of the 
American Medical Association, as stated in its publication, Principles 
of Medical Ethics: 

“Free choice of physician”’ is defined as that degree of freedom in choosing ¢ 
physician which can be exercised under usual conditions of employment between 
patients and physicians. The interjection of a third party who has a valid 
interest, or who intervenes between the physician and the patient does not per se 
cause a contract to be unethical. 

Then this portion, I think, is especially to the point of Senator 
Saltonstall’s suggestion: 

A third party has a valid interest when, by law or volition, the third party 
as:umes legal responsibility and provides for the cost of medical care and indem- 
nity for occupational disability. 

These are actual quotes from the statement of the American Medical 
Association. 
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The proposed bill provides for an improvement and clear delineation 
of the medical care provided for families of members of the uniformed 
services. It would continue the present medical care given at service 
hospitals and dispensaries, a provision which is essential to the 
professional progress and proficiency of our military medical services. 

This bill would enable the uniformed services to discharge their 
traditional obligation to all wives and children of members on active 
duty—wherever they are—when illness or injury occurs. 

In our fighting forces, the maintenance of high morale is paramount. 
A just and equitable plan of extending medical care to every service- 
man’s family is of primary importance in the attainment of this goal, 

The provision of medical care for the dependents of members of the 
uniformed services, as contained in this bill, has my unqualified 
support and the indorsement of the Department of Defense. I am 
confident that this legislation will correct many existing inequities 
and contribute greatly to increased morale among the members of 
our uniformed services. 

Thank you, sir. 

Chairman Russe... Senator Saltonstall, if you wish, now you may 
pursue the question you had in your mind. 

Senator SALTonsTALL. I would like to follow the usual practice, 
and follow the Chair. 

Chairman Russexu. | thought while you and Dr. Cushing were both 
thinking about it, you would go ahead, but it is all right if you want 
me to proceed. 

Go ahead. 

Senator SALTONSTALL. | would like to say this, Dr. Cushing: As 
you know, take the local situation in Boston, Mass. There, of course, 
we have some of our fine, very fine, nationally known private hospitals. 

Now, as I understand this problem, if the military insist on using 
military hospitals which may be available, although not as easily 
available, and perhaps not of the patient’s choosing, to conduct this 
care, it will make it even more difficult than it is now for some of our 
private hospitals to keep going, to get the doctors, to get the nurses, 
and to keep their facilities | in operenen: 

Even now, they are coming to the Government, of course, as you 
and I know, for construction. 

Now, assume, for instance, in Boston again, there was the wife of 
a soldier, we will say, who lived very close to the Huntington Avenue 
district in Boston, which you know, I think. Assume there is the 
Peter Bent Brigham Hospital, where your distinguished uncle was 
the headman for a good while, and assume that we have facilities up 
at Fort Devens, 40 miles away. 

Assume also, that there is a Navy Hospital, also, in Chelsea. 

Now, suppose that patient wants to go into the Peter Bent Brigham 
Hospital. Is she going to lose all her Army assistance, all her Govern- 
ment assistance, because she insists on choosing that hospital rather 
than going to 1 of these 2 military establishments? Is that not the 
problem? 

Also, it is the problem of what is going to happen to the hospital 
if all these people are siphoned out of it into the military hospitals. 
Are we not going to lose a lot of our best facilities or make it more 
expensive for men like my two colleagues here, and myself, to go to 
a hospital if we want to do it? [{Laughter.] 
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Senator SmirxH. Thank you, sir. 

Dr. Cusnine. I hope you don’t have to go to one, Senator Salton- 
stall 

Senator SALTONSTALL. Well, we are human. Do I state the problem 
correctly? 

Dr. Cusninc. I can readily understand your concern. It is our 
feeling that this restriction in the bill at the present. time would apply, 
let us say, to a post, where there are quarters on the post. People 
are in close, both by mileage and by time, to a military facility where 
the beds are available. 

We expected that those people would go the military facility. 

As you describe your hypothetical patient, living on Huntington 
Avenue, that, | would say, was entirely too far away to go to Devens. 
We never contemplated anything as long distant as that. 

It was merely in the close vicinity of medical facility, Senator. 

Senator SALTONSTALL. Well, now, carry that a little bit further. | 
am getting in a little over my head now. Supposing you have, we 
will say, a case for brain surgery. Now, the Peter Bent Brigham 
Hospital, as 1 say again, of vour distinguished uncle, became na- 
tionally known for that trouble. Assume also, now, I presume that 
the Army has hospitals where it can perform brain surgery, and has 
competent people there as there are,competent people in the Peter 
Bent Brigham. 

What are you going to do under those circumstances? Are you 
going to let her be operated on at the Peter Bent Brigham, or are you 
going to send her to the hospital which has facilities for brain surgery, 
the military hospital? 

Dr. Cusuina. I would go a little bit further, one step further than 
you have: Assume that somebody m, a broken leg, who is a depend- 
ent, and the person was living near Walter Reed, and they broke 
their leg, we will say, down in Ne nial or Norfolk. 

We would send them, and they would naturally go to the nearest 
hospital, for care, where the appropriate care could be given to them. 

There is not the slightest idea that they - ould be automatically 
shipped to a military facility closest to their home, which was the one 
where they came from, at Walter Reed. Our regulations, tentative 
reculations that we have suggested, gave a mileage and time area, so 
that the people would first come to the military facility and say, “Is 
there a bed available for me?” 

If there is no bed available, “Sorry, there is no bed available,” then 
they would go anywhere they want. 

We want to make sure that our medical officers in the Armed Forces 
keep occupied and well trained with all tvpes of cases. If we send all 
dependents to civilian facilities, there will be a lack of general training 
for our military surgeons. 

Chairman Russet. In addition to that, it seems to me, Mr. Secre- 
tary, there is a very considerable item of expense to the Government 
which is involved in this question. If you keep these dependents out 
of Government facilities, you waste the money two ways: One is, you 
have got the facilities there and the cost of maintenance, and the per- 
sonnel is all there, ready to receive them, but it is not being utilized. 
It is being paid for by the taxpayers. 

The other is, as I understand this plan, the serviceman only pays 

25 ) of any bill that is incurred in a private facility, and the Govern- 
ment has to assume all of the cost above that. 
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Dr. Cusuinc. That is correct, sir. 

Chairman Russe_u. Whereas he pays $1.75 a day each day that he 
is utilizing the Government facility. And that is added to the fact, 
as you stated, that it affects the training of the medical people we will 
have to look to to look after the soldiers and sailors themselves; is that 
correct? 

Dr. Cusnine. That is quite correct, sir. I didn’t have the temerity 
to suggest anything about budget, in view of a distinguished member 
of your committee. 

Chairman Russe_it. You used to hear somebody talk about a 
balanced budget every few days around here, but I asked the Appro- 
priations Committee on yesterday or the day before, to pause and 
stand in silent prayer, as it were, for a few minutes, because some 
member of the committee had had the temerity to say something 
about a balanced budget. [Laughter.] 

Senator SaLTonsTaLL. Mr. Chairman, that comes from a very 
distinguished Democrat, who always has tried to balance the budget, 
and I would just, as a Republican, call attention to the fact that the 
practice was started before the Republicans took over. 

Chairman RvussE.Lu. I don’t care who is responsible [laughter], | 
can condemn it with equal vigor from any sources. 

However, I do not want to get into a political discussion here, but 
the Democrats I do not think made quite as many flat promises they 
would balance the budget as the Republicans in 1952. [Laughter.] 

Senator SALTONSTALL. But the results will speak for themselves. 

Are you through? 

Chairman Russe._u. You may continue. 

Senator SALTONSTALL. May | just ask one more question, Doctor, 
because I think this is one of the controversial points of this bill, as 
it has come to me. 

Following up what the chairman has said—and if he will believe 
me, my next question was along the same lines that he was asking 
how many people do you contemplate this bill, if it is passed, will 
provide for, so to speak? I mean, we have, we will say, a million 
what is it now, what is our total Armed Forces? 

Dr. Cusuine. We have about 3 million in the Armed Forces. 

Chairman Russe.u. Three million. 

Senator SatronsTaLy. Assume 3 millions of men. What is the 
estimate that this bill will provide for, in number of people? 

Dr. Cusuina. We estimate, sir, that about 40 percent of the de- 
pendents now are not receiving care because of lack of facilities ir 
our medical hospitals. 

Senator SauronsTALu. In figures, what does that mean? 

Dr. Cusnina. Forty percent of 24 million, sir. 

Senator SALTONSTALL. Well, you mean there is only one dependent 
to each soldier? 

Dr. Cusnina. We figure roughly one dependent. 

Senator SALTONSTALL, To each soldier? 

Dr. Cusuina. Two and a half million dependents for three million 
in the Armed Forces. 

Senator SaLToNsTALL. Not quite one, then. 

Dr. Cusnina. I have just been given the figures of 1,325,000. 

Senator SALTONSTALL. Well, my last question at this time is, then, 
what will be the effect, if any, on present, we will say, privately 
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endowed or municipally endowed hospitals? Do you estimate there 
will be any siphoning away from those hospitals? 

Dr. Cusnrna. I estimate that 1,325,000 additional people will have 
their facilities made available for them in the civilian hospitals. 

Senator SALTONSTALL. In civilian hospitals? 

Dr. Cusnina. Yes, sir. 

Senator SALTONSTALL. So you would estimate approximately half 
of these people who are going to be cared for under this bill will go into 
civilian hospitals? 

Dr. Cusnine. About 40 percent, sir. 

Senator SALTONSTALL. Forty percent? 

Dr. Cusine. Forty percent of our total number of dependents. 

Chairman Russeviu. And a large number of those will go, if the bill 
is enacted, who otherwise would not be able to go to a hospital, is that 
not true, Mr. Secretary? 

Dr. Cusnine. They would not have the funds to pay for their hos- 
pital bills, sir. 

Chairman Russevu. So this would be in the nature of a new source 
of recruitment of patients for these private hospitals. They would 
be not only new sources of patients, but new sources of funds, because 
the hospital treats some of them now without ever receiving com- 
pensation. 

Dr. Cusine. Also, some of the physicians now will be paid, under 
this bill, where previously they were giving free treatment. 

Chairman Russetu. That is the point I wished to make; yes. 

Are you through? 

Senator SALTONsSTALL. Thank you, Mr. Chairman. 

Chairman Russgtu. As I stated at the outset, the Department has 
submitted to the Congress, in this Congress, three proposals on 
medical care for dependents. Each one of these proposals is different 
in the method of financing the medical care which is authorized to 
be procured from private physicians and hospitals. 

The first one provided that the serviceman would pay the first $10 
of the cost, plus 10 percent of the excess over $10. 

The second one authorized either an insurance plan under which 
the serviceman would pay 30 percent of the premium cost, or private 
contract care, with the serviceman paying 30 percent of the first 
$100 ee 15 percent of the remainder. 

The third proposal—and I believe that that is the one on which the 
House changes were made—contemplated a voluntary form of insur- 
ance, with the serviceman paying 30 percent of the premium cost on 
coverage for wives and children, and 100 percent of the premium cost 
on coverage for dependents other than wives and children. 

All three of these proposals indicate that they had budget clearance 
and were in accord with the program of the President. 

This has naturally generated considerable uncertainty as to the 
position of the executive department and the Secretary of Defense 
on the method of financing the private medical care. 

Have you finally concluded which one of these three plans you 
think is preferable, Mr. Secretary? 

Dr. Cusnine. These various plans—they started in with the 
Moulton Commission, and there has been an evolution. There was 


consideration as to which would be the simplest, which would be the 
easiest to handle. 
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If we take an insurance policy in which each member of the Armed 
Forces had the option to take it or not take it, you may rest assured 
there are certain people who would bet they were not going to be 
sick or their families would not be sick, and there would be sudde nly 
a catastrophic illness and they had not taken out insurance. 

Chairman Russge.u. That would be the very fellow who usually 
would have. 

Dr. Cusuine. Ordinarily. 

So it was finally worked out, and these were the thoughts that came 
out of the discussion in the House of Representatives, that this type 
of plan is the simplest, easiest to carry out, and would guarantee that 
all people would have care or all dependents would have care. 

Chairman Russe. So the last plan— 

Dr. Cusuina. The one which is in the bill. 

Chairman RussE.u (continuing). That, you think, is the wisest? 

Dr. Cusuina. It is the simplest to handle. 

Chairman Russetu. And that is the one which the De ‘partment of 
Defense is supporting and recommending to the Congress? 

Dr. Cusnina. That is correct, sir. 

Chairman Russe.ui. The Department of Defense has recommended 
that persons retired under title III of Public Law 810, the Reserve 
Retirement Act, and their dependents, be excluded from the benefits 
of this act. I understand that is in accord with the present Army and 
Air Force policy, but that the Navy handles it in contrary fashion; 
that they do give them this care. 

How do you account for the position of the Department of Defense 
in excluding the reservists who retired under title III, and their 
dependents, in the Air Force and Army? 

Dr. Cusuine. Of course, this is getting into the field of Secretary 
Burgess, with his manpower and Reserve activities, and if I make an 
inaccurate statement, I hope Secretary Burgess will correct me. 

Chairman Russe.ui. Do you wish to have him support you? He 
can move right over there and sit at your right hand. 

Mr. Burcess. Do you wish me to answer this question? 

Chairman Russeuu. I do not care who answers it, just so we get 
an authoritative statement from the Department of Defense. 

Mr. Buragss. The position on this point is simply this, Mr. Chair- 
man: This bill is designed to take care of active-duty Regulars and 
active-duty reservists who run a complete career in the militar y service, 
both with respect to themselves and to their dependents, and there is 
no effort in this bill to differentiate between an active-duty Regular 
and an active-duty reservist who takes a full career with the military 
services. 

Now, when you come down to the title III, Public Law 810 group, 
you get into a varying range of technicalities under which people 
retire and under which they complete their duty and retire under 
provisions of that law, which I believe becomes effective at ago 60. 

It was our thought, under this bill, it would be a career bill for career- 
ists, both with respect to the individuals of the hana Forces and their 
dependents, and there was no effort made in this particular piece of 
legislation to try to provide for other separate pieces of legislation 


which provided for other types of persons affiliated with the Armed 
Forces. 
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As you know, we have a bill coming along out of the House now, 
for severance pay for reservists who fall into the title 111, Publie Law 
810, group. And it was our thought, if we could get this bill for the 
careerists, we would then place our attention and considerations as to 
what would be an equitable and fair system of medical care for people 
retiring under the Reserve provisions of title II1, Public Law 810. 

Chairman Russ ctu. Well, that gives an argument why it was not 
settled in this bill 

We have had the Department of Defense for some vears, now, and 
the very purpose of creating it was to try to get some uniformity 
throughout all the branches of the services; and I just wondered if the 
Department has studied this question 

Mr. Burcess. We have studied it. 

Chairman Russet (continuing). As to reaching uniformity as be- 
tween the Navy on the one side and the Army and the Air Force on 
the other. 

Mr. Burcess. This bill would provide uniformity with respect to 
that, Mr. Chairman. 

Chairman Russevvi. I understand that, but not with respect to 
reservists who retired under these laws 

Mr. Burcgss. Of course, it provided it only for those persons living 
adjacent to and next to medical facilities, Mr. Chairman. There 
would be Public Law 810, title III people who, when retired, live in 
areas in which there would be no military medical facilities, either for 
themselves or their dependents. So you are dealing with a very, very 
small number of individuals. 

Chairman Russe.u. Well, I realize that, but it would be rather 
important to the American citizen involved if there was but one of 
them there. 

Mr. Burcess. That is correct, su 

Chairman Russet. It seems that there should be some position 

Mr. Burerss. We have given a great deal of attention and con- 
sideration to this, and I think that would be the subject of later law, 
and we have provided in some means through this severance payment 
plan which is coming through now from the House. 

Chairman Russetu. Well, I hope in our lengthy search for uni- 
formity, we will finally come up with something which will make that 
uniform, even though it applies to a relatively small group. 

As I understand, the House bill described as “dependent children,”’ 
those who have attaimed their majority, age 21 years, but who are 
still in school. 

The Department, so far as I am aware, did not recommend that that 
be included in the legislation. What is the position of the Department 
on that provision in the House bill? 

Mr. Burcess. May I answer that, Mr. Chairman? Our position is 
that it rates in accordance here with the fair and just recognition of a 
person in a school of higher education being covered in a dependency 
provision. We think that is both fair and an incentive to achieve 
higher education. 

Chairman Russetui. You do not think there ought to be any limit 
at all? Sometimes people can stay in school until they are around 
30-35 vears old. I just wondered. 

_ Mr. Burcess. I would be willing to take a chance on that, Mr. 
Chairman. 


oa 


DEPENDENT MEDICAL CARE 17 


Chairman Russeiu. That is one small group, then. 

Mr. Burcess. I think it is in the right direction. 

Chairman Russet. Would you have any opposition to a ceiling 
of 26 or 27 years? 

Mr. Br RGESS. No, sir: we would not have any opposition to that. 
sir. No, si 

Chairman Russe.ii. The bill as it comes over to us does not provide 
that phvsical or mental incapacity of children should have existed 
at any designated time in order for them to continue their eligibility 
for care after attaining the age of 21 

There are other laws which require . that this inc apacity must have 
existed at some age—in the case of the Uniformed Services Con- 
tingency Option Act, the age is 18. 

What is the view of the Department of Defense as to whether or 
not the bill should have some such qualifying age? 

Dr. Cusine. I don’t think there are any objections here. | 
notice in the comments which have been so well prepared here, it 
requires, it refers to the Uniformed Services Contingency Option 
Act of 1953. I would see no objection to that item being included. 

Chairman Russe. Along the lines of the Uniformed Services 
C prey ney Option — 

Dr. CusHinG. Yes, si 

C ae RUSSELL. i he permanent provisions of the Career Com- 
pensation Act require that for eligibility for quarters allowances on 
behalf of a dependent parent, the serviceman must provide more than 
one-half of the support, and the parent must reside in the home of the 
serviceman. 

This requirement of residence in the home of the serviceman is 
waived for the duration of the Dependent’s Assistance Act. 

The Moulton Commission recommended that the entitlement be 
restricted to those parents in fact dependent, and who reside in the 
home of the serviceman. 

Has the Department abandoned any idea of a residence requirement 
with respect to this legislation? 

Dr. Cusnine. I don’t think a residence requirement is a fair one, 
sir. There are many cases when a parent might be dependent and 
might not be living in the home of the serviceman. 

Chairman Russeuu. In other words, you think it would be fair to 
adopt the rules of taxation for dependents, rather than the ones in 
the Career Compensation Act? 

Dr. Cusnina. That is what we thought would be more fair. 

Mr. Bureegss. If I might add, Mr. Chairman, I think that is 
particularly true with our disposition of our forces today. With 
the fact that we have quite a few dependents living outside the 
continental United States, that might be too rigid a position, sir. 

Chairman RusseLu. Do you approve of the requirement that the 
serviceman must provide more than one-half of the support? 

Mr. Burgess. Yes, sir, the income-tax provision. 

Chairman RussEuu. Yes, that is the same thing. 

With respect to the entitlement of a husband or unremarried 
widower of a female member of the uniformed services, the bill seems 
to establish entitlement if the husband is, or the widower was, in 
fact dependent on the female member of the armed services for over 
one-half of his support. 
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What is the Department’s recommendation concerning a require- 
ment that this dependency must have been because of mental or 
physical incapacity? 

Dr. Cusuinc. We are trying to make it fair for both sides, sir, and 
make it an even requirement on both sides, whether it is the male or 
the female who was the member of the armed services. 

Chairman Russeiut. You would not favor such a requirement? 

Dr. Cusuinec. I would not think so, sir. 

Chairman Russe... For the benefit of the record, I think you should 
state what charges are now imposed for dependents, and whether these 
charges include any amount above the cost of subsistence, in view of 
the fact that section 103 (ce) of the bill requires the establishment of 
uniform charges for subsistence for dependents receiving medical care 
in military facilities. 

Mr. Burcess. Mr. Chairman, Commander Slatinshek, who has got 
the figures side of this bill, can give us a very definite figure, if you wish 
that at this time, sir. 

Chairman Russe.v. | want to get it in the record from an authorita- 
tive source, if the commander is prepared to make a statement. 

Commander SLATINsHEK. Mr. Chairman, the per diem charge is 
$1.75 per day. However, subsistence charges are actually $1.05. So 
there is a differential there of 70 cents. 

In other words, the subsistence charge normally charged our 
personnel in our service hospitals for food is $1.05. However, the per 
diem rate for care given our dependents is $1.75. 

Chairman Russeu. In other words, it would be 70 cents a day 
more for the dependent. 

Commander SLATINSHEK. Yes, sir. It is slightly higher. In other 
words, if we simply charged for subsistence, we would actually lower 
the charge from $1.75 to $1.05. 

Chairman Russe. Section 103 (c) likewise requires the establish- 
ment of uniform subsistence allowances to dependents who receive 
care in military facilities. Section 201 (a) (6) requires that dependents 
who receive civilian care would only pay the first $25 of hospital 
expenses. 

What do you have to say to the contention that this limitation 
would serve as a strong inducement to the election of civilian care for 
persons who had prospective long illnesses or serious difficulties that 
would keep them in a hospital for a long time? 

Dr. Cusninc. The average patient’s stay is 8 to 10 days. It is 
only in the emergency situation, the unusual situation, where it is 
longer than a 10-day period in hospitalization. So we feel that by 
and large, the rates are equal. 

Chairman Russevu. That is, if you take the average. Some hos- 
pitalizations occur when it is known the patient is going to require a 
long time, and if there is any election, it would, of course, increase the 
cost if the patient were hospitalized in a private institution. 

Dr. Cusninc. Increase the cost of the Government. That would 
be giving care in a very painful case where we need to improve the 
morale of the serviceman, and anything we can do in that case would 
be worthwhile. 

Chairman Russevu. Well it seems to become more a question of 
dollars and cents. You do not mean to contend that the medical 


ee 
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facilities of the armed services are inferior to the civilian hospitals, 
do you, Mr. Secretary? 

Dr. Cusuina. I think they are better, by and large. 

Chairman Russe... | will refrain from any further questions at the 
moment. 

Senator STENNIS? 

Senator Stennis. Thank you, Mr. Chairman. I came in late, 
I do not have any questions. 

Chairman Russe.u. Senator Smith, you introduced a bill on this 
subject, and I know of your great interest. 

Senator SmirH. Thank you, Mr. Chairman. 

I was interested in your observations on unification, and I would 
like to make an observation on that. 

[t seems to me we are making progress along the lines of unification, 
not by increasing the benefits, but by taking the benefits away from 
reservists and the Navy. Is that not true, Mr. Secretary? 

Dr. Cusnine. You heard Secretary Burgess already make a state- 
ment about the plans for the Reserve group that are mentioned. 
This bill has to do with active service. 

Senator Smiru. Yes, Mr. Secretary. I appreciate Secretary Bur- 
gess’ reference to the plans for the future, because I have heard that 
since 1944, and we are continuing to make plans for the reservists. 

This seems to cut out anything for the retired reservists, which 
certainly is not in line with our understanding that plans had been 
perfected 

Mr. Burgess. Well, Senator Smith, if it pleases you and the Chair, 
I would just like to comment on this for a minute. 

This business of providing medical care for indiv id lals and depend- 
ents under the kind of Reserve buildup we are in the midst of now is 
kind of a tremendous program, and [ would hesit ate to see a pro- 
vision going into this bill which would provide for a limited few and 
not take into consideration the contributions of the many, many others 
who will be moving into this plan under the activities of the Reserve 
Forces Act of 1955. 

And I think that we have taken a rather affirmative and positive 
step in the Defense Department, certainly in the times that I know 
anything about, to be fair and just and far seeing in the field of 
reservists. 

We have got a long way to go yet, but I think that in this particular 
bill we are not differentiating between active force people, whether 
they be Regulars of Reserves, we are not differentiating between 
reservists who are on active duty, either with respect to themselves 
or their dependents. 

And there is an area here that I feel if we make some scant provi- 
sion, we could be making more mistakes than the problems we would 
be solving, and I would think that the thing for the committee to 
permit us to do would be to consider this large and new and vast 
group which are coming up under this situation, so that we do not 
provide benefits which may not be earned, or ignore people who have 
a right to expect these benefits. 

We are not differentiating in this bill between active-duty people, 
whether they be Regulars or Reserves. 


and 
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Senator Smira. You do think, then, Mr. Secretary, that you are 
going to help the morale by taking away from the Navy that which it 
alre ads has? 

Mr. Burcess. Well, that is an imperfection here, Senator Smith, 
but it is a very small imperfection. 

Senator Smirx. Thank you, Mr. Chairman. 

Chairman Russeuu. I will resume a few questions I have here. 

We are coming now to, and discussing again, the contracts for the 
civilian medical care of dependents. Section 201 (a), which is limited 
to the wives and children of the members, contains the minimum care 
to be provided, but this section is without the limitations and exclu- 
sions which apply to medical care from military facilities. 

Since the cost of this care is, to say the least, indefinite because of 
the uncertainties as to the number of dependents who will avail 
themselves of the contract provisions, the Comptroller General sug- 
gests that these minimums be converted into maximums. 

What are the views of the Department on that suggestion of the 
Comptroller General? 

Dr. Cusatne. We had thought that the minimum was the wisest, 
the fairest way to handle this. 

If, in the opinion of the committee and the Comptroller General, 
the other view is more sensible, we can adjust the bill. But I think, 
for the majority of people, it is wiser to have a minimum listed. 

Chairman Russeiyi. The Department, therefore, does not agree 
with the suggestion of the Comptroller General? 

Dr. Cusnina. No, sir. 

Chairman Russet. Now, the Comptroller has also noted the 
estimate that 40 percent of the dependent medical care load would 
be provided from civilian sources, and has commented that 
dependents would not be divided into two distinct groups, by name or otherwise, 
and it is not apparent how, as a practical matter, the patients’ care could be 
divided between civilian and Government facilities, even approximately, on 
such a definite proportion, for which the Government, nevertheless, would pay 
the insurance. 

The Comptroller suggested in his letter on the bill that this aspect 
of the measure should be more fully explained. 

Would you care to discuss this comment from the Comptroller 
General? 

Dr. Cusnine. Which paragraph is that, sir? 

Mr. Darpen. It is the next to the last paragraph in the middle 
column on page 22, I believe. 

Dr. Cusurne. Provisions of 9429? 

Mr. Darpen. Yes, sir. It is the second sentence from the end of 
that paragraph. 

Dr. Cusuine. I think the Comptroller General’s statement about 
10 percent was a little confusing. 

We figured that 40 percent as the approximate number of people 
who are now receiving total care at the present time. Overseas, we 
have found that that is the differential figure. In other words, there 
are, if you take the overseas care as 100 percent, we are only getting 
60 percent of the care in this country that they are given overseas. 

So we have assumed that there are 40 percent that are not getting 
care. And I don’t think there is any formal grouping. This was 40 
percent, which was a figure that was picked out by experience. 
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Chairman Russe.ty. That was the best estimate that you could 
make? 

Dr. Cusuine. Yes, sir. 

Chairman Russe.u. Has the Department considered applying the 
same limitations and exclusions to the provisions for civilian care as 
appear in title I with reference to military care? 

Dr. CusninG. Before answering that question please permit me 
to refer back to the bill to refresh my recollection. I am sorry to 
be confused on this. 

Chairman Russe.u. That is quite all right, sir. This is not a simple 
matter. Take your time. 

Dr. Cusuine. Captain Martineau reminds me, sir, that title I and 
title II do differ a trifle. That is the military and civilian. 

Chairman Russe.u. Yes. 

Dr. Cusninec. That was done intentionally because of the need for 
dealing with the insurance companies, and how they would prefer to 
have the thing written up. In other words, it is a trifle loose for the 
sake of discussion at a further time. 

Chairman Russe.u. To give leeway in your negotiations for the 
insurance policy; is that the idea’ 

Dr. CusninG. Yes, sir; to make it easier to negotiate the insurance 
contracts. 

Chairman Russet. We have discussed the free choice provision, 
which of course generates a great deal of interest, and the language 
authorizing the restriction of free choice under regulations for depend- 
ents residing with members in areas where adequate military medical 
facilities are available does not conclusively state whether dependents 
could voluntarily return to their original homes and receive civilian 
care. 

Do you think that that provision should be clarified? 

Dr. Cusnrne. | don’t think there is any need, sir. It is the same 
type of thing I referred to previously, with a person who has a broken 
leg. They will go to the place and receive their care which is easiest 
and most readily available. 

Chairman Russe.tu. Well, suppose it was a bad, compound frac- 
ture, and you got it patched up, and you wanted to go back to your 
home rather than stay in the hospital 3 or 4 weeks to have your leg 
suspended from the ceiling. 

Dr. Cusuine. Is this a he or ashe? If it is a he, he stays in a mili- 
tary hospital. 

Chairman RusskE uu. If it is a he who is a son 11 years old? 

Dr. Cusuine. He would be getting better care close to where the 
accident occurred, provided an adequate hospital was there with ade- 
quate doctors, whether it was military or civilian. 

Chairman Russeuu. If he was in there, then he could not volun- 
tarily elect to transfer? 

Dr. Cusuine. No, sir. 

Chairman Russetit. Thank you. That is clear. 

In section 205, there is authorized the establishment of advisory 
committees. Has the Department requested or do they desire that 
this section be left in the bill? What is your view on these advisory 
committees, Mr. Secretary? 

Dr. Cusuinea. I think that is an optional item. We felt that we 
would have an advisory committee, because you want to get outside 











22 DEPENDENT MEDICAL CARE 


advice on insurance matters. There is no need for it to be specified in 
the bill. 

Chairman Russevu. Well, whether it is in or out, you would get 
some advice on that important matter? 

Dr. Cusnina. Yes, sir. 

Chairman Russet. Has the Department any position on the pro- 
hibition against the transfer of retired members who have 30 years 
or more of active service, from military medical facilities to the facili- 
ties of the Veterans’ Administration? 

Mr. Burezss. I think the position of the bill on that is correct, 
Mr. Chairman. 

Chairman Russeiui. Any further questions? 

Senator SALTONSTALL. May I ask one more question, Mr. Chair- 
man? 

Chairman Russe.u. Certainly, as many as you desire. 

Senator SALTronstaLu. Dr. Cushing, let me ask you this question: 
This is a highly technical bill. In glancing through it, I note that 
under section 305 (a) and subsections thereof, on page 17 of the com- 
mittee print, you are repealing certain provisions of certain laws, 
and then you put in a catchall that ‘All laws and parts of laws to the 
extent that they are inconsistent with the provisions of this act are 
hereby repealed.” 

Now, this is a very all-inclusive bill, and is an effort to create, to 
a certain degree, a new situation. Have you considered whether or 
not it would not be advisable, in writing this bill now, to make it a 
compilation of all existing laws, where it is necessary to do that, as 
well as to create these new provisions? 

I have in mind, for instance, that a man now, or a dependent or a 
lawyer for a dependent, has quite a job to look into all these laws. 
Some of these are fairly old laws. Have you considered that question? 

Dr. Cusntne. May I ask Judge Jackson, who is our counsel, to 
give an opinion on that? 

Mr. Bartimo. Senator Saltonstall, we considered very carefully 
the very point you are raising, and we have conscientiously gone 
through the statutes 

Senator SALTONSTALL. You have what? 

Mr. Bartimo. We have conscientiously gone through the statutes 
which apply to the scope of this bill, and we have repealed those 
statutes which are in conflict or inconsistent with the provisions of 
this particular bill. 

I think you raise a very good point about the general provisions of 
all laws, or parts of laws, which may be inconsistent should hereby 
be repealed. From a legal, technical point of view, that was only 
put in out of an abundance of caution. 

We are amenable to deleting that provision if you feel that more in 
keeping with the specific repealers. The reason we did it—and I 
might cite this as an example: Public Law 108, for example, has been 
misconstrued, according to the Bureau of the Budget, wherein certain 
benefits are provided. You will note that this is one of the repealed 
sections of the bill. 

If you analyze Public Law 108, a competent lawyer may say, ‘‘Well, 
that does not provide for medical care.””’ The Bureau of the Budget 
was concerned about it. 
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Out of an abundance of caution, we repealed that part of Public 
Law 108 which might provide medical care. It is merely a precau- 
tionary measure. 

I don’t know whether I have addressed myself specifically to your 
point. 

Senator SatronstaLu. Well, to carry this thing—you have, sir. 

Now, to carry the question one step further: Why, if we are doing 
this very technical, considering this very technical problem and trying 
to extend this care, why not put it all in one bill? Why not codify all 
these past laws so that you, as a distinguished lawyer for a dependent, 
would not have to look through all these statutes to make sure where 
you we re? 

Mr. Bartimo. I think the answer is twofold, Senator Saltonstall. 

One, as you know, in reading the excellent committee print made 
by the Senate staff, the laws providing dependent care are rather 
nebulous, they are not specific, there is no right guaranteed to a 
dependent. This is one of the chief reasons for this bill. The three 
laws are cited in your committee print; so, therefore, you really do not 
have a specific law to codify. 

As you know, we have a codification project in being, which has 
already passed the House, and that picks up all specific laws relating 
to military personnel and their dependents. But actually, the first 
part of my answer would be that the laws are rather ne ‘bulous. There 
is no guaranty in law today that a dependent has a right to medical 
care. 

Secondly, the laws that we are repealing are those laws which might 
be misconstrued if they were left on the statute books. The phi- 
losophy of this bill is that we will have in one package the entire 
congressional intent, so far as this area of dependent medical care is 
concerned. 

Senator SaLronsTALL. Now, if you will leave in force certain laws 
which may be nebulous, which may give nebulous care or possibilities 
of care to dependents, are you not “ew ately raising possible diffi- 
culties of construction and possible lawsuits or claims against the 
Department of Defense? 

Mr. Bartimo. Well, on that point, Senator Saltonstall, we have 
specifically repealed all laws, even the nebulous ones, that are on the 
books today which apply to dependent medical care. 

We have combed the statute books and can find no others. Now, 
there might possibly be buried in some laws—which, as you know, 
cover the waterfront—there might be some innuendo, let me put it 
that way, of medical care. That was the only reason for that general 
proviso, ‘‘All parts of laws inconsistent are hereby repealed.’ 

Senator SALTONSTALL. So if I were in the Army today and I had a 
wife who wanted to go to a hospital, or a child, I would look to this 
law, if it becomes law, and to no other law, and I would get all my 
rights; is that right? 

Mr. Bartimo. That is correct, sir. 

Senator SALToNSTALL. And you are satisfied, as satisfied as possible, 
that that is true? 

Mr. Bartimo. That is right. 

Senator SALTONSTALL. Does the Comptroller General agree with 
you? : 
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Mr. Bartimo. | know the Comptroller General has looked at this 
draft, and I do not know whether he has addressed himself to this 
point. Perhaps Mr. Darden knows. 

Mr. Darpen. No, sir; he did not comment on this provision. 

Senator SALTonsTALL. Thank you, Mr. Chairman. 

Chairman Russeuu. In other words, the whole purpose in drafting 
this legislation was to concentrate in one bill, 120 days, I believe, 
after its enactment, all of the rights that accrue to the dependents of 
servicemen for medical care? 

Mr. Bartimo. That is correct, Mr. Chairman. 

Chairman Russe.u. All right. 

Do you have anything further, Mr. Secretary? 

Dr. Cusutne. No, sir. 

Chairman Russeiu. The next witness is Hon. Carter L. Burgess, 
Assistant Secretary of Defense for Manpower and Reserves. 

Very well, Mr. Secretary. We are always glad to have you here 
before the committee. 


STATEMENT OF HON. CARTER L. BURGESS, ASSISTANT SECRE- 
TARY OF DEFENSE (MANPOWER, PERSONNEL, AND RESERVE) 


Mr. Buragss. It is good to be back. 

Chairman Russe.u. You are always cogent and plausible, whether 
we can agree with you or not; a very fore eful attitude. 

Mr. Buragss. It is good to be back before your committee, Mr. 
Chairman. 

Senator SatronsTaLL. You had better pull that out of the 
reporter’s record and put it in your pocket. 

Mr. Buraess. I will have it ensconced on the wall, Mr. Chairman. 

If it pleases you, Mr. Chairman, I have a fairly lengthy statement. 
1 would like to file it with you, because, coming after myself, sir, is a 
very excellent presentation, graphically conce ‘ived, which I think will 
answer at this time and give you answers to many of the points that | 
would raise in my statement. 

[ shall give my statement, if it is your desire, or I will make myself 
available for questioning. We think this is a very essential bill, and 
we think it provides us with a career incentive which will be helpful 
in our keeping of careerists in the military service, and we think it 
adjusts many inequities. 

[ am very proud of the presentation which is going to be given to 
you, and if I can conserve your time by not giving a statement 

Chairman Russety. That will be agreeable to the committee. 
The statement can be printed in the record at this point, and you may 
proceed with the other presentation. 

(Mr. Burgess’ statement is as follows:) 

Mr. Chairman and members of the committee, the bill before you today is 
another milestone in our efforts to eliminate existing inequities and improve the 
attractions of the military career. 

The last session of Congress made increases in the pay and allowances of career 
and reserve members of the service. Reenlistment bonuses were liberalized the 
year before. A bill which improves benefits for survivors of military personnel 


was passed by the House last year and is now awaiting action before another 
committee of the Senate. 

These measures have enabled us to turn the tide of mass personnel turnover. 
Reenlistment rates have improved substantially. It is evident, however, that 
additional incentives are necessary if we are to consolidate our gains and increase 
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the number and quality of volunteers for long-term career service to a satisfactory 
level. 

H. R. 9429 will establish an improved and uniform program of medical care for 
dependents of all our servicemen, wherever they are located. It provides a 
realistic solution to a very complex and critical problem 

The President in his message on the state of the Union called attention to the 
need for improvement of dependent medical care in the Armed Forces and urged 
enactment of this legislation. 

The Secretary of Defense has long been concerned about dependent medical 
care. In April 1953 he established an independent Citizen’s Advisory Com- 
mission, headed by Dr. Harold G. Moulton, president emeritus of the Brookings 
Institute, to make a comprehensive and thorough study of the entire dependent 
care problem. 

This was an independent group of citizens, none of whom were connected with 
the Department of Defense nor with medical, dental, or allied professions. After 


A 


careful investigation, the Moulton Commission made specific recommendations 
for the establishment of a long-range, uniform program for dependent medical 
care. 

The bill now before you follows the general concepts of the Moulton Commission 
proposals. 


We have the responsibility today of maintaining the largest military forces in 


our peacetime history. Almost 3 million men are in uniform. More than 1 
million of them are married, and they have a total of 1,300,000 children. 
More than one-third of the servicemen are overseas or on ships at sea. And 


100,000 of their dependents are outside the United States. Many other wives 
and children are left behind to care for themselves because conditions prevent 
them from accompanying the serviceman to remote assignments 

Only a few years ago dependent medical care and other traditional benefits 
provided by the Congress for military personnel were broader and considerably 
more attractive than those offered by industry. These advantages prevailed for 
many vears and made it possible for the services to attract and hold highly 
qualified personnel. 

This was at a time, however, when the services were much smaller than they 
are today, and before industry began offering the same or better benefits. The 
factors which once made military service attractive have been largely neutralized 
by the sharp expansion of nonwage benefits over and above already increased 
wage levels in industry. 

‘these supplenental benefits have tripled in industry in the last 2 decades and 
now cost employers 40 cents per hour for each employee—an amount equal to 
the entire minimum wage in 1938. It is particularly significant that almost four 
times as many workers in industry are covered by some type of company-sponsored 
health insurance as were covered in 1948. But of even greater interest is the fact 
that more than 70 percent of the covered workers are also offered health insurance 
for their dependents. And for 38 percent of these the employer assumes the full 
cost of dependent coverage. 

One of the most disturbing influences on the family man in our Armed Forces 
today is the frequent inability to secure proper medical treatment for his wife 
and children when they need it. This is particularly true when the serviceman 
is overseas or otherwise separated from his family. 

[ am convinced that devoted service to our country is still the paramount 
motivation of the officers and men who choose military service as a life career. 
And I know the military services cannot match the stability and unlimited oppor- 
tunities offered by many segments of civilian industry. But we can encourage 
more men to enter and remain in military service if we remove existing inequities 
and offer them more of the benefits that have become standard in our civilian 
way of life. 

Today only about 60 percent of the dependents of our servicemen are receiving 
medical care from military facilities. The remaining 40 percent must utilize 
civilian facilities at their own expense. 

The inability of the 40-percent group to obtain medical care at military facilities 
stems from a number of factors. However, it is mainly because they are located 
in remote areas where military facilities are not accessible or in congested areas 
where the facilities are severely overtaxed. 

Because medical care at military facilities is not always available, many of our 
servicemen find it necessary to protect themselves against the expense of medical 
care by purchasing insurance. On the other hand, many others elect to gamble 
on the availability of military medical care and often find they are confronted 
with overwhelming family medical expenses. 
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This is a highly unsatisfactory situation and one that has created serious morale 
problems in the military services. Surveys indicate many men are leaving the 
service and returning to civil life because of the uncertainty or complete unavail- 
ability of medical care for their families. 

The bill before you will give all military dependents clear cut statutory entitle- 
ment to medical care on a uniform basis for the first time in history. Existing 
inequities will be eliminated. There will be no difference between the services 
in the type of care provided, nor will there be any disparity among dependents 
included. 

The medical facilities of the military services will continue the present practice 
of providing medical care to dependents overseas and in the United States subject 
only to the limits of their capabilities. In addition, the bill is applicable to all 
other uniformed services, inclyding the Coast Guard, Coast and Geodetic Survey 
and Public Health Service. This will provide uniform treatment for all depend- 
ents and should result in greater economies to the Government through joint 
use of medical facilities, 

The main purpose of the bill, however, is to provide medical care for those 
dependents who are not now receiving it—the 40 percent group I mentioned 
earlier. To provide for these dependents, an important new feature has been 
incorporated into the bill. It provides for supplementing the military program 
through the use of civilian medical facilities. 

The bill requires the Secretary of Defense to establish an insurance, medical 
service, or health plan which will assure the wives and children of active-duty 
servicemen certain minimum medical services The coverage will be automatic, 
and the expense for this care at civilian facilities will be borne by the Govern- 
ment except that the serviceman will pay the first $25 of the hospital expense 
and medical or surgical expense associated with the hospitalization. 

The bill permits the Secretary to extend this insurance or medical service 
coverage to all other dependents eligible for medical care. But it provides for a 
eautious beginning, requiring only that coverage be provided for wives and chil- 
dren of active-duty personnel but permitting negotiati»n for coverage of other 
dependents and retired personnel. This will permit expansiyn of the program 
as experience is gained without generating excessive and unpredictable costs, 

With the initial insurance program required under the bill, the extraordinary 
expenses which the service member would be required to pay would be limited 
for the most part to special nurses, orthopedic devices, and general medical 
expenses after hospitalization. 

Under this type of health insurance program the $25 deductible feature not 
only prevents abuse but it also eliminates the expense of administering monthly 
premiums, collections, and recordkeeping. It eliminates the problem of con- 
tinually enrolling and canceling individual contracts and assures coverage to all 
dependents without requiring any action on the part of the service member. 

Section 201 (ce) of-the bill gives the wives and children of active-duty service- 
men the option of free choice between military and civilian facilities. However, 
the Secretary of Defense is authorized to regulate this choice in those situations 
where adequate military medical facilities are available. This gives the Secre- 
tary a measure of control so that existing military facilities will be fully utilized 
and so that the total cost of the dependent medical care program can be main- 
tained on a reasonable and predictable basis This flexible control is essential 
for the most economical operation of the dependent care program. 

The Department of Defense budget for fiscal 1957 contains approximately 
$76 mil'ion for this legislation. Cost estimates obtained from the medical 
service and health insurance underwriters range from $54 million to $65 million 
for the required coverage of wives and children of active-duty servicemen who 
are not now receiving medical care Detailed cost figures for this group as well 
as other dependents will be shown in a later presentation. 

The enactment of this bill into law will eliminate much of the confusion which 
presently surrounds the question of entitlement to medical care. 

Each of the services will provide the same care to the same category of depend- 
ents under the same dependency criteria. It will give clear cut and positive 
legal sanction to a service benefit which presently has at best an insecure status. 

It will make dependent medical care a genuine service benefit by assuring its 
availability to all military dependents regardless of circumstances. 

It will contribute immeasurably to career incentives by providing a benefit 
which can be measured in dollars and cents and one which identifies the service 
family with the sponsoring service, 
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And finally it gives genuine recognition to the increasingly important role 


played by all service families in the continuing effort to provide our Nation with 
the fullest measure of national security. 

Only 2 days ago President Eisenhower again emphasized the importance of 
military career incentive legislation, including this bill, in a letter to the Congress, 
part of which I wish to quote: 

“T urge that this legislation be enacted. Only when we have created a career 
military service which can compete with the attractive opportunities available 
in civilian pursuits will we be able to stop the wasteful losses from our Armed 
Forces and attract individuals to those services. We cannot move too soon in 
our efforts to increase the number and quality of volunteers for long-term career 
military service in both enlisted and officer ranks.” 

It is to this end that I respectfully request this committee to take favorable 
action on H. R. 9429. 

Thank you, Mr. Chairman. 


Mr. Buregss. If I may, I will turn it over to Captain Martineau 
and Commander Slatinshek, who have the presentation, if there are 
no further questions. 


STATEMENT OF CAPT. DAVID L. MARTINEAU, BUREAU OF NAVAL 
PERSONNEL, DEPARTMENT OF THE NAVY; ACCOMPANIED BY 
COMDR. FRANK M. SLATINSHEK, UNITED STATES NAVAL 
RESERVE, MEMBER, MILITARY CAREER TASK FORCE 


Captain MarTINEAv. I might suggest, if you would care to, that 
you shift your chair, Mr. Chairman. 

Commander SLATINSHEK. With your permission, Mr. Chairman, I 
have these visual aids to assist me in this presentation. 

Chairman RussgE.u. Go ahead. I hope there are no implications 
that the Chinese proverb might be slightly sustained today about 
one picture being worth a thousand words. 

Commander SLATINSHEK. Yes, sir. 

During the course of this presentation, I hope to review the depend- 
ent medical care problem as it exists in the Department of Defense 
today, and point out some of the inequities which we have among the 
various services, indicate some reference to the magnitude of the 
problem, and review briefly the proposed solution as advocated by 
H. R. 9429. 

Any examination of the problem of medical care in the Department 
of Defense necessarily raises a question, why should the services 
provide dependent medical care at all? 

We feel there are very many persuasive reasons why this care should 
be provided. Among others, it is a responsibility of long standing. 
It is a traditional benefit, one which had its inception in the very 
nature of our military activities. 

Our military families, throughout our history have been spread out 
on the various frontiers, and consequently their only source of medical 
care necessarily has been restricted to the Military Establishment. 

It is also essential to proper morale and well-being of our military 
personnel. We know the effectiveness of our fighting men is definitely 
lower when there is concern about the welfare and well-bei ‘ing of their 
families at home; and consequently, it is to our advantage and is a 
moral obligation, we feel, on our part, to eliminate to the greatest 
extent possible this concern for the welfare of our service families. 
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CuHartT I 


WHY SHOULD THE SERVICES PROVIDE 
DEPENDENT MEDICAL CARE? 





BECAUSE 


@ RESPONSIBILITY OF LONG STANDING, 


@ ESSENTIAL TO MORALE AND WELL BEING OF 
MILITARY PERSONNEL, 


@® VITAL MILITARY CAREER INDUCEMENT. 


@ STANDARD CAREER INCENTIVE IN PRIVATE 
INDUSTRY. 


It is of course a vital military career inducement. It is a benefit 
which people can measure in dollars and cents, and last but not least, 
today this particular benefit has become a standard career incentive in 
private industry, and has as a result contributed therefore to our 
diffeulty to attract and retain men in our military services. 

Senator SaLtronsTaLu. Will this, Commander, equal the benefits 
that are generally given in private industry? 

Commander StatinsHEK. | feel that they will surpass the benefits 
in private industry. 

Senator SALTonsTALL. In other words, if this goes through, the 
defense forces’ dependents will be getting better treatment than the 
corresponding positions in private industry. 

Commander SLATINSHEK. That is true, but we feel it is necessary 
because the situations are not entirely analogous. 

Senator SALTONSTALL. I understand that. 

( ‘ommander SLATINSHEK. Yes, sir. 

This chart here illustrates the phenomenal growth of health insur- 
ance plans in private industry. This particular study was made 
by the Bureau of Labor Statistics, and indicates that in 1948 fewer 
than 3 million employed workers under collective bargaining agree- 
ments were covered by company-sponsored health-insurance pro- 
grams. 

However, within 6 years this figure quadrupled so that today, or 
in 1954 approximately 11 million workers were covered by health- 
insurance programs under collective bargaining agreements. 

It is interesting to note that in 70 percent of these cases the cover- 
age also extended to the dependents of the employees. And in 
addition, it is more interesting to note that in 38 percent of these cases 
the employer assumed the entire cost of the coverage given to these 
dependents. 
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Cuart II 
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WHY SHOULD MILITARY FACILITIES 


PROVIDE DEPENDENT MEDICAL CARE? 





BECAUSE 


@ CONTRIBUTES DIRECTLY TO PRIMARY MEDICAL 
MISSION, 


@ MAINTAINS PROFESSIONAL PROFICIENCY OF MILITARY 
DOCTORS, 


@ ATTRACTS AND RETAINS COMPETENT MILITARY 
DOCTORS, 


@ REDUCES DOCTOR DRAFT REQUIREMENT. 


@ PERMITS ECONOMICAL UTILIZATION OF FACILITIES. 
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The next question which normally arises, if the military is respon- 
sible for medical care to dependents, should it be provided through 
our military facilities? 

We feel it should be. There are a number of reasons. We feel it 
contributes directly to the primary medical mission of our military 
departments. 

It enables our career doctors to maintain their professional proficiency 
by giving them the opportunity to practice the entire gamut of their 
professional skills. 

Because of dependent care they are not necessarily confined to the 
treatment of normally healthy servicemen, but are also given the 
challenge offered by the necessity to treat women and ¢ hildren. This 
therefore serves as a device to attract and maintain competent military 
doctors. 

Without it we know that many of our doctors would certainly leave 
the military. And as you gentlemen were probably advised, we feel 
that it reduces our doctor draft requirement. By virtue of retaining 
career personnel on active duty, we reduce proportionately a signifi- 
cant need for compulsory service from members of the medical pro- 
fession. 

[t also, and I feel this is an important consideration, permits the 
economical utilization of our facilities. Our military hospital facilities 
necessarily have a capacity beyond their daily need. 

It would be a shame and a waste of these facilities if we did not 
make them available to our dependents. 

An indication of the magnitude of the dependent medical-care 
problem may be obtained by examining the numbers involved. There 
are slightly more than 3 million dependents in the Department of De- 
fense. Approximately 24 million of these are dependents of active- 
duty personnel. The remainder are dependents of retired and de- 
ceased personnel. 

Chairman Russeuu. Isn’t that a higher figure than was just given 
by Secretary Burgess? 

Commander SLATiInsHEK. This is the total. 

Dr. Cusninc. That is the active-duty personnel. I used the 2% 
million. 

Chairman Russe.u. I misunderstood you. I thought you said 1%. 

Commander SLtatinsHEK. The next chart, Mr. Senator, will indi- 
cate the composition and location of these dependents. 

The dependents of active-duty personnel, as indicated on the 
previous chart, roughly 2.6 million members. About 400,000 of these 
are located outside continental United States. The remainder, 2.2 
million, are located in the continental United States. Of this total 
figure of dependents, 2% million dependents, 95 percent are wives and 
children, 5 percent are parents. 

It has been estimated, the figure has been given you, that approxi- 
mately 40 percent of our dependents are not now receiving medical 
care at our military establishments. 

There are many reasons contributing to that condition. 
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However, the basic causes are the inaccessibility of these military 
establishments because of distance and over-taxed facilities. Many 
of our facilities of course are located in congested areas and our de- 
pendents necessarily are denied care in those cases. And a third and 
perhaps less important reason, sometimes treatment is either unavail- 
able or unauthorized. This latter circumstance occurs when we do 
not have the particular facility or skill required to give the treatment 
necessary to the dependent or in the case of naval personnel, the 
treatment might be specifically unauthorized or prohibited. 

Senator SauTonsTaLL. Commander, that second one is a little 
contradictory to the chart you just showed a little while ago, where 
you said that this law would use your facilities which otherwise might 
not be used. 

Commander SiatinsHek. Yes, sir. I am sorry I gave that 
impression. 

This occurs only in congested defense areas as for example in the 
case of the Navy at Norfolk, perhaps Long Beach, places of that 
kind. 

Our other installations of course would necessarily have capacity 
that is unused. It is an unusual situation, but in those situations, 
in which our facilities are being overtaxed, our dependents should 
have access to a civilian facility that would take care of that aspect 
of the problem. 

Senator SALronsTALL. In other words, where your facilities are 
overtaxed today, using Norfolk as an example, these people would 
then go into the civilian hospitals in that area? 

Commander SiatinsHEeK. That is right, sir. 

Now a brief examination of the scope of medical care which is avail- 
able presently in our military establishments. 

The Army and the Air Force have no specific statutory authority 
for providing dependent medical care other than that contained in 
the Army Appropriations Act of 1884, which was later incorporated 
into the United States Code as 10 United States Code 96. 

The code provides that the surgeons in the Army and Air Force 
are authorized to provide care to service families whenever practicable. 

On the basis of that authorization, the Army and Air Force now 
provide dependent medical care. The only specific exclusions to the 
care provided is domiciliary care for the aged and care for chronic 
invalids. 

Dental care is also provided in the Army and Air Force, but because 
of limitations of facilities and personnel, it is provided to a limited 
degree. 

In the case of the Navy, however, there are specific statutory limita- 
tions on the care which may be provided. They are contained in 
ne aw 51, 78th Congress, passed in 1943, and that law limits the 

“are which may be made available to dependents of naval personnel. 
It limits that care to the care of acute medical and surgical conditions 
exclusive of nervous and mental or contagious diseases, and in the 
Navy no dental care is provided to dependents unless it is a necessary 
adjunct to medical care. 
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CHart VI 
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Cuart VII 


SCOPE OF DMC 





MEDICAL TREATMENT PRESENTLY EXTENDED ON 
AVAILABILITY BASIS TO THE DEPENDENTS OF 
MILITARY PERSONNEL: 


@ ARMY AND AIR FORCE 


NO SPECIFIC STATUTORY LIMITATIONS - 
HOWEVER DOMICILIARY CARE FOR AGED 
AND CHRONIC INVALIDS NOT PROVIDED. 


@ NAVY 


SPECIFIC STATUTORY LIMITATIONS 
CARE LIMITED TO ACUTE MEDICAL AND 
SURGICAL CONDITIONS EXCLUSIVE OF 
NERVOUS, MENTAL OR CONTAGIOUS 
DISEASES. 
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CuHart VIII 


ELIGIBILITY FOR DMC 





MEDICAL CARE IS PRESENTLY EXTENDED TO THE 
DEPENDENTS OF MILITARY PERSONNEL: 


@ ON EXTENDED ACTIVE DUTY 


@ WHOSE DEATH OCCURRED ON ACTIVE DUTY, 


@ RETIRED FOR DISABILITY OR LENGTH OF SERVICE. 


There are three basic categories of personnel whose dependents are 
eligible for medical care: Members on extended active duty, including 
Regular, Reserve, and National Guard personnel. 

The second and third categories include the dependents of members 
who died on active duty and the dependents of personnel retired 
for disability or for length of service. 

Now you had given lengthy consideration to the fact that with 
respect to this category of personnel—title III retirees—naval person- 
nel of course are getting care and the Army and Air Force are not. 

Another example or indication of the extent of medical care made 
available in the Department of Defense and an indication of the size 
and scope of the problem is a review of some of the care which is 
provided. 

During fiscal year 1955 there were each day in the Department of 
Defense throughout the world 7,932 beds occupied by dependents. 

In other words, over 7,900 of our beds were occupied by dependents 
each day throughout the world. 

Chairman Russetu. Do you have any breakdown of that as to how 
many were overseas? 

Commander SLATINSHEK. Yes, sir, I have them available. I can 
supply them for the record. With your permission, I will supply 
them to Mr. Darden. 

(The following information was subsequently submitted by the 
Department of Defense): 


Approximately 1,500 of the 7,900 beds were occupied by dependents overseas. 


The outpatient treatments exceeded 15 million. 

Deliveries totaled in excess of 201,000 and then of course there were 
other minor type treatments. These treatments, examinations and 
immunizations were basically for dependents going overseas. It is 
a necessary preliminary for dependents to obtain these medical 
services prior to going overseas. 
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We in the Department of Defense feel that the proposed solution 
as advocated by 9429 will provide the vehicle through which we 
can remedy our problem of dependent medical care. We therefore 
feel that the guiding principle contained in the policy statement of the 
bill is something that properly indicates the objective of this legislation. 

The Congress believes that it is sound public policy to provide an 
improved and uniform program of medical care as an important factor 
in the creation and maintenance of high morale throughout the uni- 
formed services. 

Now a brief review of the legislation itself. 


CHART XI 


ESSENTIAL PROVISIONS OF HR 9429 





1, CONTINUES PRESENT PRACTICE OF PROVIDING 
DEPENDENT MEDICAL CARE AT SERVICE FACILITIES. 


2, ASSURES CARE TO THE 40% GROUP NOT NOW 
RECEIVING CARE BY: 


@® PROVIDING FOR THE ESTABLISHMENT OF 
A GROUP HEALTH INSURANCE OR MEDICAL CARE 
SERVICE PROGRAM. 


@® AUTHORIZING THE PURCHASE OF DEPENDENT 
MEDICAL CARE OUTSIDE CONTINENTAL U. S. 
WHEN NECESSARY. 


Under the provisions of 9429, the military departments would be 
authorized to continue to provide dependent medical care at their 
service facilities. 

In addition, however, this care would be supplemented by the use 
of civilian facilities to assure care to the 40 percent group not now 
receiving it. This would be accomplished by providing for the estab- 
lishment of a health insurance or medical service plan, and also in 
addition, the Secretary of Defense would be given the authority in 
just a few cases overseas to purchase medical care from local sources. 

As you know, for our dependents overseas, almost 100 percent of 
them receive care at our military facilities. 

The definition of dependents who would be eligible for care under 
this provision are indicated on the chart as follows: 
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CuHartT XII 


ELIGIBILITY FOR DMC UNDER HR 9429 





@ LAWFUL WIFE. 


@ CHILDREN, UNDER 21, UNMARRIED, INCLUDING 
ADOPTED OR STEP CHILDREN. 


@ PARENTS AND PARENTS-IN-LAW, IF IN FACT 
DEPENDENT FOR OVER HALF OF THEIR SUPPORT. 


@ WIDOWS AND THE DEPENDENT CHILDREN OF 
DECEASED MEMBERS 


A lawful wife of the member, which would also incidentally include 
the husband if he were dependent on her, children under 21, unmarried, 
including adopted or stepchildren, and this definition is also expanded 
to include the child over 21 who is incapacitated because of a mental 
or physical difficulty, and a child going to an institution of higher 
learning. 

Parents and parents-in-law are also included if in fact dependent 
on the member for over half their support. 

In addition, the widows and dependent children of deceased mem- 
bers are also included. 


CuHartT XIII 


SCOPE OF DMC UNDER HR 9429 





1, DIAGNOSES 


2. CARE FOR ACUTE MEDICAL AND SURGICAL CONDITIONS 


3. CARE FOR CONTAGIOUS DISEASES 


4. IMMUNIZATIONS 


5. MATERNITY AND INFANT CARE 


6. CERTAIN LIMITED DENTAL CARE 
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Cuarr XIV 


UNDER HR 9429 


SERVICE FACILITIES WILL NOT PROVIDE 





1, CARE FOR CHRONIC DISEASES AND DOMICILIARY CASES 
2. CARE FOR NERVOUS AND MENTAL DISORDERS 
3. ELECTIVE MEDICAL AND SURGICAL TREATMENTS 


4. PROSTHETIC DEVICES, HEARING AIDS, ORTHOPEDIC FOOTWEAR 


OR SPECTACLES (EXCEPTIONS) 
5. NON-EMERGENCY AMBULANCE SERVICE 


6. ROUTINE HOME CALLS 


The scope of medical care which may be provided at our military 
facilities will include diagnoses, care for acute medical and surgical 
conditions, care for contagious diseases, 

| would like to stop here for a moment to mention that in the 
case of the Navy this particular care is not presently given our 
dependents. 

[mmunizations, maternity and infant care and certain limited 
dental care. This bill will, for practical purposes, eliminate dental 
care for dependents in continental United States. It will, however, 
continue to make dental care available to these dependents overseas. 

Under H. R. 9429 there are certain general prohibitions. As a 
matter of policy our military facilities will not be authorized to pro- 
vide care for chronic diseases and domiciliary type cases, cases which 
require simple nursing care. 

Care for nervous and mental disorders, elective medical and surgical 
treatment, cosmetic type surgery—— 

Chairman Russe.u. Will you explain that now? 

Commander SLATINSHEK. Elective medical and surgical treat- 
ments would include a situation where someone desired surgery for 
cosmetic purposes only, surgery which was not necessary to the health 
or welfare of the particular individual. 

Prosthetic devices including hearing aids, orthopedic footwear or 
spectacles are also prohibited. However, there are exceptions over- 
seas where these devices would ordinarily not be available, they 
could then be purchased by dependents from the medical facility at 
cost to the Government, 

Nonemergency ambulance service would ordinarily not be made 
available nor would routine home ealls. 
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CHarRT XV 


PRINCIPAL FEATURES OF THE HEALTH 


INSURANCE AND MEDICAL SERVICE PLANS 


PROVIDED UNDER H.R. 9429 





@ AUTOMATIC COVERAGE. 
NO REGULAR MONTHLY PREMIUM CHARGES. 


CHARGE OF $25 MADE ONLY WHEN DEPENDENT 
ADMITTED TO A CIVILIAN HOSPITAL. 


@ SECRETARY OF DEFENSE REQUIRED TO 
ESTABLISH PROGRAM FOR THE WIVES AND 
CHILDREN OF ACTIVE DUTY PERSONNEL, 


@ SECRETARY OF DEFENSE AUTHORIZED TO 
ESTABLISH SIMILAR PROGRAMS FOR ALL OTHER 
DEPENDENTS AND RETIRED PERSONNEL. 


However, the bill does provide that the Secretary may by regula- 
tion prescribe certain exceptions to these situations. These stated 
prohibitions are for practical purposes a broad policy statement as to 
the nature and types of care which could not ordinarily be provided 
in our military establishments without their confleting with the pri- 
mary mission of these establishments to provide care to our troop 
personnel. 

Under the principal features of the health insurance plan provided 
in the legislation, the Secretary would be required to establish an 
insurance plan or medical service plan which would cover the wives 
and children of active-duty personnel. 

This would be an automatic coverage. It would not require any 
enrollment or participation on the part of the service member himself. 

However, at the time the dependent actually is admitted to the 
hospital, the service member then of course would pay $25, the first 
$25 of the cost of that care. 

In addition, the Secretary is also authorized to extend similar pro- 
grams or programs somewhat similar to all other dependents and to 
retired personnel. 

This second authorization is not a requirement as is the first, and 
this was recognition by the other body that the primary obligation 
of the Department of Defense was to the wives and children of active- 
duty personnel, and a secondary obligation of course extended to all 
other dependents. 

However, the House wished to include them and consequently this 
authority to the Secretary to develop plans which would necessarily 
include all other dependents. ‘ 
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CHarT XVI 


UNDER THE HEALTH INSURANCE PROGRAM 


THE WIVES AND CHILDREN OF ACTIVE DUTY 


PERSONNEL WILL BE ASSURED 





@ HOSPITALIZATION UP TO 365 DAYS. 


@ ALL REQUIRED MEDICAL AND SURGICAL CARE 
INCIDENT TO HOSPITALIZATION, 


@® COMPLETE MATERNITY CARE 


@® ALL DIAGNOSTIC TESTS AND PROCEDURES 
INCIDENT TO HOSPITALIZATION, 


The program provided in the bill for our wives and children does 
prescribe minimum services which will be made available to them. 

It will include hospitalization up to 365 days, it will likewise in- 
clude all required medical and surgical care incident to such hos- 
pitalization. 

The expression “incident to hospitalization” is intended to encom- 
pass a situation where a dependent is forced to go to a doctor, receives 
a diagnosis and perhaps one or two preliminary tests, and within a 
few days is admitted to a hospital. 


CuHarr XVII 


BENEFITS OF HR 9429 





@ CREATES UNIFORM PROCEDURES FOR DMC AMONG 
ALL SERVICES. 


@ CRYSTALIZES INTO LAW THE PRESENT TRADITIONAL 
MEDICAL CARE BENEFITS. 


@ IMPROVES THE AVAILABILITY OF DMC TO EVERY 
SERVICEMAN, 


@ DEFINITELY INCREASES CAREER ATTRACTIVENESS. 
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Cuart XVIII 


THE BILL, RECOGNIZES 
THE NEED FOR SOME 
REASONABLE MEASURE 
OF CONTROL AND IN 


SECTION 201c PROVIDES 
tae 







HE SECRETARY OF DEFENSE MAY, BY REGULATION, 
IT CHOICE OF FACILITIES FOR THOSE WIVES AND _ 
cH DREN RESIDING WITH ACTIVE SERVICE MEMBERS, WHO | 
£ ASSIGNED TO AN AREA WHERE ADEQUATE. MILITARY 
THES VAILABLE. 


THIS FLEXIBLE CONTROL 1S ABSOLUTELY ESSENTIAL 


This plan would cover those costs. Complete maternity care and 
infant care, and all diagnostic tests and procedures incident to such 
hospitalization are also provided. 

We feel this legislation has some genuine benefits. Among other 
things it will create uniform procedures for dependent medical care 
among all the services. It will crystalize into law the present tra- 
ditional medical care benefits. It will improve the availability of 
dependent medical care to every serviceman and to his family by 
assuring them that regardless of where they may be located, they will 
have access to either a military facility or in lieu of that a civilian 
facility. 

And it will definitely increase career attractiveness by providing 
this added measure of security and this added benefit. 

The bill does recognize that because of the insurance nature of 
the program, some control over costs must be exercised, and because 
of that, section 201 (c) provides that “the Secretary of Defense may, 
by regulation, limit choice of facilities for those wives and children 
residing with active service members, who are assigned to an area 
where adequate military medical facilities are available.” 

We feel this is an essential control to the success and practicality 
of this type program. 

Senator SALTONSTALL. Mr. Chairman, may I ask a question? 

Chairman Russe.u. Certainly. 

Senator SaLtronsTALL. Why, Commander, should not this be put 
in the law than to leave it to the regulation of the Secretaries of De- 
fense who may change from time to time? 
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There is the paragraph where it seems to me from my correspondence 
and from my discussions with friends who are interested in hospitals, 
where the rub is going to come on this thing. 

Why can’t we write a provision into the law that would make that 
mandatory so it would be perfectly clear. 

Commander SLATINSHEK. Well, sir, it was the desire of the House 
Armed Services Committee, and it was agreed to by the Department 
of Defense that the policy statement or this applicable provision in 
the bill would not require that members have a restriction on their 
choice of facilities unless the Secretary acted. 

In other words, in the absence of positive action on the part of the 
Secretary, there will be complete freedom of choice. 

However, the committee felt that there should be cranked into this 
bill the control whereby the Secretary could keep these costs in line. 

Senator SALTONSTALL. I agree with that. You put down at the 
bottom there ‘“‘this flexible control is absolutely essential.’ 

All right; leave some flexible control but why leave it to regulation? 

Why can’t the Congress provide that flexible control? 

Commander SLATINSHEK. Well, sir, because we are going into— 
this is an unprecedented type program. 

We have no experience factor on which to base estimates as to 
how this will operate. We have no experience factor as to how to 
predict absolutely, concretely, and accurately how many dependents 
will actually be covered. 

We are cautious, we are anxious that the program be one that we 
can finance and continue and perhaps expand to include all our other 
dependents. 

Senator SALTONSTALL. Why, Commander—this just occurs to me 
and I won’t say that it is right—why can’t we write a provision into 
the law and leave extreme cases to the Secretary of Defense? 

In other words, put in a proviso that the Secretary of Defense 
may, by regulation, make the choice of facilities where it goes beyond 
the law, rather than to leave the whole thing open to regulation by 
the Secretary. 

I bring that up because as I see it this is where the rub in the 
whole business is coming. 

Chairman Russetyi. Do I understand, Senator, that you propose 
to put in the bill a provision that they are compelled to use the mil- 
itary facilities unless for some extreme reason the Secretary can 
permit them to 

Senator SALTONSTALL. I thank you for bringing that up if I gave 
that impression, but what I wondered was whether we could not 
write right into the law a provision that would provide the flexible 
control that he believes is absolutely essential, and then leave extreme 
cases where the provision of the statute may not apply to a resolution 
by the Secretary of Defense, rather than to leave the whole subject 
open to the Secretary of Defense. 

Do I make myself clear? 

Chairman Russet. Not completely to me. I did not understand 
first whether you want to leave the freedom of choice completely to 
the member or the dependent with a limited authority in the Secretary 
to require him to use the military facilities, or whether you wished 
to require him to use military facilities with limited choice as to going 
to private facilities. 








Pa std 
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Senator SaLTronsTaLL. What I meant, Mr. Chairman, what I was 
trying to say, was that instead of having the Secretary of Defense 
prescribe the regulations throughout, that Congress, by statute, 
provide a flexible regulation or a regulation as flexible as it could be, 
and then leave extreme cases to the Secretary to provide by regulation, 
so that we could not have a Secretary of Defense who might be a 
different person today and another one tomorrow change these 
regulations and upset the relationship between private hospitals and 
military hospitals. 

Chairman Russeuu. I share the concern that you express about 
delegating powers to issue regulations, but I frankly don’t see how 
the Congress could possibly write a set of regulations that would 
apply in all cases to all areas and all facilities with the limited 
knowledge we have. 

I think that we would hold up this bill 6 months while we studied 
it before we could possibly write a statute. I think we are going 
to have to adopt something like this, and if it is abused, why we can 
come in then by statute and circumscribe the power of the Secretary. 

Senator SALTONSTALL. I am not saying | favor it. I tried to raise 
it as a question. 

Senator Jackson. Senator Saltonstall, would not it be helpful in 
the report accompanying the bill, you could give a narrative statement 
of what is proposed, which would give the intent of Congress, and in 
narrative language you could cover, I think, your objective a lot 
better than you could in mandatory statutory terms. 

Senator SALTONSTALL. That is true. 

Senator Jackson. It would be more flexible and we would be able 
to know what we really have in mind without trying to spell it out in 
rigid statutory terms. 

Chairman Russeuu. I do not want the chore of spelling it out 
specifically. Somebody else has to take that on to see how this thing 
is going to work. 

Commander SLaTINSHEK. May I proceed, Mr. Chairman? 

Senator SALTONSTALL. Dr. Cushing knows this is one of the big 
rubs in this bill: is it not? 

Dr. Cusnina. I think basically, getting down to difference of opin- 
ion, some people feel there should be absolutely free choice of any 
individual to decide whether he should go to a military hospital or to 
a civilian hospital. 

We feel in the Department of Defense that we must make sure 
that our beds are occupied, our medical officers are receiving training, 
and that we have enough of the dependents in those hospitals so that 
that objective can be fulfilled. 

Personally I am not at all worried. We do such good medicine in 
our military hospitals, so much better than the average hospital 
throughout the country, that we are going to have to be turning them 
away from our doors just the way we are now. 

Chairman Russet. I share the views of the Department. Of 
course I am one of those that live in the past. I think the question 
of cost is going to be vital. ; 

Mr. Burcess. That is one of the main factors here, Mr. Chairman. 

Chairman Russetu. I am old-fashioned to mention anything 
about cost but it can grow and I am still concerned about it. 

I came up in a way that taught me to look at a dollar. 
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CHart XIX 


ESTIMATED FIRST YEAR ANNUAL COST USING 
THE MEDICAL SERVICE PLAN PROVIDED BY 


BLUE CROSS - BLUE SHIELD FACILITIES 





ELIGBIE PERCENTAGE 


GROUPS INCLUDED PERSONNE L* COVERED NUMBER EST, COST 

Sponse and Children of 2,096,951 40% 838,780 $53,800,000 

Active Servicemen 

Spouse aad Children of 408,724 50% 249,362 11,806,000 

Retired and Deceased 

Servicemen 

Dependent Parents and 112,365 50% $6,183 5,906,000 

Parents-in-law 

Retired Servicemen 190,545 80% 96,273 8,500,000 
Total Program 2,898,585 1,239,598 ’ $79,800,000 


* Armed Services only, 


Commander SiatinsHEeK. Mr. Chairman, I think the next chart 
will bear on the question of cost. 

Chairman Russe._u. You may proceed, Commander. 

Commander SLATINSHEK. Thank you, sir. 

In developing cost estimates on the insurance program under this 
proposal, negotiations and preliminary meetings were had with the 
Blue Cross-Blue Shield organizations and with the commercial in- 
demnity underwriters. 

Each group was provided with the specifications as provided under 
the bill 9429, and requested to provide us with estimates as to what 
the cost would ac tually be. 

In the case of Blue Cross-Blue Shield, the cost for providing care 
to the first category of personnel, that is the wives and children, 
and this is the mandatory program which the bill would require the 
Secretary to institute, to cover this group who are not presently 
receiving care, and they number an estimated 838,000, the cost. would 
be approximately $54 million. 

If | may refer to the previous chart for just a moment, in the 
event we had no restriction on choice of facilities, and our dependents 
were permitted to utilize civilian facilities regardless of the simultane- 
ous availability of our military medical facilities, this 40 percent could 
then very easily become 80 percent, and by that token this cost could 
double, and that is one of the primary concerns of the Department 
of Defense, and I am happy to notice the chairman is also interested 
in that aspect of the program. 
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Now as to the other categories of personnel, to include all the other 
categories of personnel who would be eligible for care under this bill 
and who it is estimated are not now presently receiving care at ou 
military facilities, we feel the additional cost would bring the total up 
to $80 million. 

Chairman Russe.u. State for the benefit of the record there, explain 
that spouse and children of retired and deceased servicemen as to 
whether that refers to servicemen who die while they are in the 
service. 

Commander SLATINSHEK. No, sir. The spouse and children of re- 
tired and deceased personnel refers to those dependents of members 
of the uniformed services. 

The bill provides a definition of member to include personnel who 
are retired for physical disability or length of service, and of course 
their dependents who qualify under the requirements of the bill as 
dependents would, after they died, also be eligible, and they would 
then of course fall into this category of spouse and children of deceased 
service personnel. 

Chairman Russe.u. There is no difference between the children of a 
retired serviceman and the one who dies while on duty? 

Commander SiatiInsHEeKk. There is no distinction as far as the care 
is concerned. ‘They are both eligible for care. 

Chairman Russeiu. That is what I wanted to make clear. 

Commander SLaTINsHEK. Yes, sir. And the other categories of 
course would include the dependent parents and parents-in-law and 
the retired servicemen themselves. 

We estimate 190,000 fall in this latter category. But, I would like 
to emphasize in closing that these estimates are predicated on the 
assumption that these are the individuals who are not now receiving 
care, and these cost estimates are predicated on the incidence of illness 
which would occur among that group of personnel who presently do 
not have access to a military medical facility. Therefore, we feel it is 
imperative to the national interest to maintain some flexible control 
over cost and provide that control to the Secretary. 

Chairman Russeuiu. The dependents of servicemen who are not 
close to some military facility today of course do not get any benefit 
in practice from the service of their parents. That is true if a man is 
ordered overseas in certain categories, in Germany they can take 
their dependents with them, they are covered 100 percent. 

Commander SLATINSHEK. Yes, sir. 

Chairman RusseE.u. But a man left in some small town down here in 
Georgia who leaves his wife and children down there, they have no 
advantages at all under the present scheme. 

Of course, that is one of the principal reasons for the enactment of 
the law. But how do you get at your estimates there? 

Do you base it on the percentage of those authorized where hos- 
pitalization is available? 

Commander SLATINSHEK. Now this original 40 percent figure was 
predicated—this total here includes all the wives and children of our 
service 

Chairman Russet. I am talking about your costs, Commander. 
Do you estimate the 40 percent or the estimated costs on the percent- 
age of those who do gi: to the hospitals, or medical facilities where they 
are available? 

75960—56——4 
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Of course there will be a great step-up of those who are a long way 
off. That number will incur increasing hospital and medical care 
bills. They would go to doctors now where they would not under 
existing circumstances. 

Commander SLATINSHEK. Well, sir, that would not raise the cost. 
We do not cover outpatient care in this program. 

Chairman Russexu. I was not talking about raising the cost, I was 
talking about how you arrive at the estimate. 

Mr. Burcess. If I may interrupt, I believe the estimated cost 
figures you are trying to get at here on the basis of the 40 percent not 

covered is from the experience of Blue Cross and Blue Shield in this 
overall field of medical calculation as to what we might expect our cost 
to be, sir. 

Chairman Russexu. Oh, it is built up on Blue Shield experience 
rather than on the service experience in hospitals. 

Mr. Buresss. Of people who are living in widely dispersed com- 
munities in the country and that is what their experience has been. 

We may be a little bit under or over but that is the basis of that 
calculation, sir. 

Captain Martineau. May I add one word to that? 

As the commander has pointed out, 40 percent of all our dependents 
today are not able to receive medical care. 

That is the number represented here. 

Now this cost is based upon the Blue Shield-Blue Cross estimate of 
the number of people within this 40 percent who are going to require 
hospitalization, and if their actuarial estimates are correct, then that 
will be the cost. 

Senator Jackson. Captain, right there let me ask this question: 
Have you made a comparison of the experience of dependents who are 
in those localities where you have military hospitals available, the 
experience—that is, their tendency to get medical care there compared 
with what civilians do. 

You may have a different figure. 

Commander SLATINSHEK. Yes, sir. 

May I answer that question, Senator? 

Chairman Russe.uy. Yes, Commander. 

Commander SLtatinsHEK. The actuaries of Blue Cross-Blue Shield 
consulted with our people in the Department of Defense, and we pro- 
vided them with our service experience on the frequency with which 
our dependents are given certain types of care, and in some cases, as 
the Senator pointed out, our dependents have been known to obtain 
certain types of care more frequently than their contemporaries in 
civilian life. 

This was cranked into their actuarial estimates, and includes that 
possibility. 

Chairman Russe.u. Senator Jackson? 

Senator Jackson. They added that on? 

Commander SLATINSHEK. Yes, sir. 

Senator Jackson. In other words, the question I am asking is: Is 
there not a tendency on the part of dependents of armed services 
personnel to probably seek medical care maybe more often than the 
average civilian? 

Captain Martineau. They may seek it, Senator, but they still 
are admitted into the hospital only upon the recommendation of a 
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service physician, and our facilities, many of them, todaya re so over- 
taxed with some of this dependent care that it is not possible for a 
dependent, just because he feels like spending a couple of days in the 
ee to go. 

Chairman Russe.u. This is not confined to hospitalization, though. 
You have outpatient treatment under t is. 

Mr. Burgess. This is hospitalization, Mr. Chairman. 

Captain Martineau. This is hospitalization only. 

Chairman Russe. Senator Saltonstall, who always gets down to 
the individual cost, estimates that at $64 per person per year for 
hospitalization. 

Commander SLATINSHEK. That includes in addition to hospitaliza- 
tion, of course, all the medical and surgical care incident to that 
hospitalization. 

It has a very narrown area of outpatient care. 

Mr. Burecgss. The only point I was going to make before pro- 
ceeding, just to be sure we understand, this would not mean all 
838,000 people are going to receive care in a given year, Mr. Chairman. 

Chairman Russe... I understand that. 

Mr. Buregss. It is just the coverage developed. 

Senator Jackson. You are taking the average case histories. 

Mr. Buragss. That is correct. 

Senator Jackson. But to follow the captain’s statement of just a 
moment ago, 1 understood that a lot of people cannot get into the 
military hospitals now; is that right? 

Captain Martineau. In many cases that is correct. 

Senator Jackson. Then would not that indicate that where you 
have Blue Cross and where they can get in local hospitals, your figure 
may be higher if there are more hospital beds available in local com- 
munities—if that is a fact? 

Captain Martineau. Not if the military hospitals continue to 
take care of the estimated 60 percent that they are caring for right now. 

Senator Jackson. I am referring only in the areas where there are 
no military hospitals available and they exercise this so-called prepaid, 
voluntary prepaid medical 

Captain Martineau. Well, our dependents who are living within 
those areas where there are no military facilities available are, of 
course, included within this 40 percent that we are speaking of, and 
under this bill they are going now to be able to enter a civilian facility 
and receive hospitalization under this plan. 

Senator Jackson. I understand that, but there are more beds avail- 
able possibly in the civilian hospitals than there are in the military 
hospitals, so that your figures, your past history, your case records of 
the number of calls that they make for admission may not be appli- 
cable, my point is, to the civilian situation. 

That is the only point I am raising. 

Captain Martineau. The commander pointed out the Blue Cross, 
Blue Shield, and the insurance people, the insurance representatives 
have gone into it. We have studied this problem together with them 
over a period of months, and they have made it a point to inform 
themselves as to our medical experience in military facilities, combined 
it with their ewn to arrive at these estimates. 

Chairman Russeuu. I want to make it clear as to whether these 
estimates include hospitalization and treatment, medical treatment, 
or whether it is just hospitalization. 
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Captain Martinnav. It is everything that goes with hospitaliza- 

tion, Mr. Chairman. 

Chairman Russe... Suppose a boy cuts his leg and his father is 
overseas and he is in an area where there is no medical facility but it is 
not necessary to hospitalize him, maybe they take a couple of stitches, 
the doctor will, and send him home. 

Is that included in this? 

Captain Marringav. Not yet included in this bill. I believe that 
when the insurance representatives testify later on, Mr. Chairman, 
they will point out some estimates that will include what they call 
office surgery. 

Chairman Russe tu. Is there any service of that type provided in 
this bill? 

Captain Martineau. In this estimate right here this only includes 
hospitalization or care that is incident to hospitalization, present or 
past. 

Chairman Russetu. The bill itself then gives no general treatment 
where a child gets sick, he is running a fever and the mother takes 
him uptown to see the doctor, the doctor gives him a little prescription, 
and he goes home. 

This bill does not provide for that? 

Captain Martineau. This bill does not provide for outpatient 
eare, Mr. Chairman. 

It does not provide for the case that you just mentioned. That was 
carefully considered in the bill that was revised in the House. The 
original bill that went up there did include outpatient care, but after 
studying the problem, it was the decision of the House committee it 
would be so difficult to control outpatient care and we would be spend- 
ing tremendous amounts of money to doctors’ calls, much of which 
would be relatively unimportant, and it was their judgment that the 
money should be placed where it is needed the most; namely, to handle 
these large hospital costs that so often are catastrophic to families of 
limited income. 

Chairman Russe. I can see all of those objections, but the bill 
does not then equalize the medical care generally speaking of a service- 
man’s dependents who are not available to the service hospital facility 
or medical facility with those who are available. 

Captain Martineau. That is right, sir. It does not. 

Chairman Russe tt. It is still a discrimination in a very broad type 
of treatment, because on every military post of which I have any 
knowledge, a child is sick or has some little hurt, the parent takes him 
up there and he gets treated and he is taken home. 

But the one that is not available to the facility will not get that 
advantage under this bill. 

Captain Martineau. Under the bill as now written it could not 
include that, sir. 

Chairman Russe.tt. What was your estimate of cost of an overall 
program including outpatient treatment? 

Captain Martineau. I think that would be in the nature of $100 
million annually; is that correct, Commander? 

Commander SiatinsHExk. Yes, sir. It is quite expensive. One of 
the difficulties, however, and I would like to point this out, is that the 
bill does not preclude outpatient care. The Secretary may provide it. 

Chairman Russe.u. There is general authority then? 
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Commander SLATINSHEK. Yes, sir; as experience is developed and 
we know what costs will be involved. The House Armed Services 
Committee felt that they would be jeopardizing the entire program if 
they insisted that outpatient care be one of the services prescribed 
initially. 

Chairman Russet. I doubt the wisdom of making the care manda- 
tory. We are feeling our way forward with this. 

Commander SLATINSHEK. Yes, sir. 

Chairman Russeiu. But there is no question but what the authority 
is there if the Department of Defense finds, after experience with this 
program, that it can be handled. 

Commander SLATINSHEK. Yes, sir. 

Senator Jackson. You are not submitting cost estimates for that 
phase of the medical program, outpatient treatment? 

Commander SLATINSHEK. No, sir. 

Senator Jackson. But the Secretary of Defense by appropriate 
regulation and directive could extend this program to include out- 
patient treatment and cover the whole field to equalize it with the 
service available to military personnel in military hospital areas; is 
that right? 

Commander SLATINSHEK. That is correct, sir. 

Captain Martineau. I stand corrected on that, Mr. Chairman. 

| gave you some incorrect information. This bill does contain the 
authority to provide outpatient care if the funds are available. 

Chairman Russevu. But your original insurance policy; you do not 
propose to cover that? 

Commander SLaATINSHEK. These costs do not include outpatient 
care. 

Senator Jackson. What would be the estimated costs in the infor- 
mation you have received from these various private, nonprofit, 
so-called prepaid medical plans, if you extended it be the point where 
it would be on a basis of equality? 4é@@j« «@ 


Captain Martinpau. That was in the reed of $100 mil- 
lion. 


Senator Jackson. Additional? 

Captain Martineau. Total cost. 

Senator Jackson. So it would be roughly about $40 million more 

Commander SLATINSHEK. Yes, sir. 

With your permission again I would like to verify these figures and 
supply them for the record through your counsel. The exact figures 
escape me at the moment. 

(The following information was subsequently submitted by the 
Gisieiatboent of Defense:) 


The additional cost for outpatient care would be approximately $38 million. 


Now the commercial insurance underwriters came through with 
similar cost estimates, and they are very much comparable to these. 

I would like to point out at this time, however, that we have been 
dealing with the two major segments of the health insurance industr y; 
the Blue Cross-Blue Shield who provide a service-type plan, and the 
commercial insurance industry who provide a reimbursement-type 
plan, a dollar plan. Under the Blue Cross-Blue Shield program. the 
medical service would be provided the dependent and there would be 
no possibility of a higher charge. Under the other type indemnity 
program, there theoretically is a possibility of a higher charge. 
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Now I understand the representatives of both these organizations 
will testify before your committee tomorrow, and I understand also 
that they have come through with some new estimates on these costs 
which will probably be of interest to you. 

Chairman Russeuu. I would be very much interested in that feature 
of it. 

Does that conclude your presentation? 

Commander SLATINSHEK. Yes, sir; that concludes my presentation. 

Chairman Russett. Thank you for your very clear and able 
presentation. 

Commander SLATINSHEK. Thank you, sir. 

Chairman Russe... The next witness is Maj. Gen. Silas B. Hays, 
the Surgeon General of the Army. 

Good morning, General Hayes. 


STATEMENT OF MAJ. GEN. SILAS B. HAYS, SURGEON GENERAL, 
UNITED STATES ARMY 


General Hays. Mr. Chairman and members of the committee, I 
am Maj. Gen. Silas B. Hays, the Surgeon General of the Army. I 
appreciate the opportunity to speak in support of H. R. 9429. As 
citizen and soldier, | am deeply concerned with all ramifications of 
the dependent-care problem. However, speaking as Surgeon General 
of the Army, I will confine my remarks to aspects of particular concern 
to the Army Medical Service. 

Adequate medical care of the serviceman’s family is important from 
the medical standpoint, as well as the overall needs of the Army. The 
knowledge on the part of the soldier that his family can get medical 
care, when nec essary, is an important factor in his emotional security 
and good mental health. 

Traditionally, soldiers have expected and have received medical 
attention for their wives and children living on or near military posts. 
Medical care of these families is not only important to the morale of 
Army personnel, but is essential to the maintenance of the health of 
the post population, military and civilian. 

In recent years, however, the volume of such care has grown to a 
point that it presents a serious problem. Due to a large number of 
married military personnel and increased post housing, the onpost 
family population has increased substantially. 

At the same time, decrease in size of the Army has resulted in a de- 
crease in Army medical resources. The size of our dependent work- 
load depends more on availability of housing on and near posts than 
it does on the strength of the Army. The result is that an ever-increas- 
ing share of Army medical resources is being devoted to the care of 
families. 

There are many Army communities where medical care of families 
must be provided by the Army for the simple reason that no other 
medical resources are available. 

Oversea areas, such as Japan and Germany, are examples. Like- 
wise, within the United States itself, there are many Army communities 
which are either isolated from civilian medical resources, or which are 
in areas where civilian resources are incapable of taking on the addi- 
tional load which would be imposed by military families. 
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For example, Fort Knox, Ky., has a dependent population of 8,000 
living on the post and 10,000 in surrounding areas. The civilian hos- 
pitals in Louisville, 30 miles away, are already crowded. 

Furthermore, queries addressed to a number of Louisville physi- 
cians indicated that few, if any, would be willing to make professional 
calls at Fort Knox. However, a number of Army medical facilities 
are located at or near metropolitan areas where civilian medical facili- 
ties are both capable and willing to share in the care of military fami- 
lies. 

The proposed bill would make this possible and would be an im- 
portant contribution toward freeing medical resources for essential 
military functions. 

However, I am equally anxious to assure that Army medical facili- 
ties continue to provide a considerable amount of dependent care. 
Provision of dependent care in Army medical facilities is necessary for 
the procurement and retention of medical officers without whom the 
Army Medical Service could not exist. In our overseas commands, 
we must have doctors skilled in the care of women and children. We 
cannot expect these doctors to spend all their careers overseas, nor 
can we expect them to enter new specialties when they are rotated 
back to the United States. 

Hence, from the standpoint of the Army Medical Service, we must 
engage in the care of military families in the United States, as well as 
overseas. 

The Army internship and residency programs are the major source 
for the procurement of career medical officers and the primary means 
for training these officers in specialties essential to the provision of 
medical support of the Army in peace and war. 

These programs require training in broad clinical areas which can 
be provided only by the care and treatment of patients of both sexes 
and all ages. 

Furthermore, the Army will cease to attract or retain good doctors 
unless it can offer them the opportunity for a well- rounded professional 
career, including professional experience with women and children. 

There is a good reason, other than just professional interest, for 
this attitude on the part of doctors. Many of our doctors after 
completing their military career continue their professional career in 
civil life. They would not accept a military career which would be 
so limited as to practically bar them from continuing a professional 
career following retirement. 

Our Medical Service would deteriorate to mediocrity if the oppor- 
tunity for a balanced family practice were withdrawn. The proposed 
legislation authorizes the military services to continue to provide 
medical care to dependents of military personnel. 

In summary, I feel that a dependent medical care bill should be 
passed in the interests of justice, of morale, of the health of our 
troops, and of the good of the Army Medical Service. It will afford 
a solution to the problem of providing medical care to those dependents 
beyond the capabilities of the Army Medical Service and will authorize 
the military to continue to care for those for whom facilities are 
available. 

Thank you for your kind attention and the courtesy that has been 
extended to me by this committee. 

Chairman Russe.yi. Thank you, General. 
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As a medical man and as Surgeon General of the Army, what are 
your views on the freedom of choice provision? 

General Hays. As I see it, there are about four possible ways in 
which this problem could be solved. 

One would be to have it merely state in the legislation that all care 
would be given in military facilities where that was available. 

Otherwise in civilian facilities—at the other extreme would be a 
provision in the bill that care would be given in civilian facilities 
wherever they were available, and only given in military facilities 
when civilian facilities were not available. 

A third method would be to have the Secretary of Defense prescribe 
regulations which would allocate which people went to which facili- 
ties. 

And a fourth way would be to give choice to the individual to 
decide where he would fo. 

Of these four possible solutions, it seems to me that the solution 
that is in this present H. R. 9429 is about as equitable a solution as 
you can get. 

Chairman Russexv. In other words, the third one that you out- 
lined as is in the bill is the one that you recommend? 

General Hays. Yes, sir. I might, if 1 may, Senator Russell, I 
would like to read a letter that all three Surgeons General of the Army, 
Navy, and Air Force wrote a couple of months ago outlining their 
position on this particular case at hand, on this point. 

Chairman Russxgxu. I will be glad to have you do it because it will 
avoid the necessity of my asking that question of each one of them in 
turn when they come before the committee. 

General Hays [reading]: 


We are in complete accord with the bill as written. 


This was at the time of the House hearings before this final clause 
was put in which gives the Secretary of Defense authority to pre- 
scribe regulations should he deem it necessary. 


We are in complete accord with the provision of the bill as presently written 
that is at that time on February 7— 


with the exception of one provision. 

We feel that the subcommittee has been wise in making the bill broad in nature. 
We agree wholeheartedly with the general principle followed in the bill of author- 
izing the Secretary of Defense and the Secretary of Health, Education, and 
Welfare to determine the detailed implementation of the broad policies contained 
in the bill. We feel that this legislative approach to the problem is essential in 
view of the lack of experience in this field. 

The particular provision of the bill which concerns us is subsection 201 (b) 
|Note: Subsection 201 (b) of H. R. 7994 was revised in H. R. 9428 as subsection 
201 (c).] which reads: ‘‘The dependents of members of a uniformed service 
covered under this section may elect to receive medical care under the terms of 
this Act in either the facilities of a uniformed service or in the facilities provided 
under such insurance, medical service, or health plan, or plans, as may be pro- 
vided.”’ 

Subsection 201 (a) (6) of the bill provides that a dependent hospitalized in a 
civilian hospital will pay the first $25. This means that in practically all in- 
stances the Government will be paying by far the larger part of the dependent’s 
hospital bill. Yet under the terms of subsection 201 (b), the Government would 
completely surrender its right to a vuice in the determination of whether it would 
have been more economical and in the best interests of the Government to have 
required the individual to receive hospitalization in a facility of the uniformed 
services 
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In other words, this subsection leaves the determination of whether the Govern- 
inént will pay a particular civilian hospital bill entirely up to the individual 
dependent—who is neither employed by nor an agent of the Government. 

We feel that the Government.is an interested party and should have a voice 
in this decision. If this determination rests entirely with the individual the 
Government will not be able to exercixe necessary control over the expenditure of 
funds 

We see inherent danger in subsection 201 (b) from another standpoint. As 
has been brought out in the hearings, it is essential that our medical officers be 
given the opportunity to treat women and children as well as adult males. This 
is essential for two reasons—first, to provide well-balanced practices which will 
be attractive to medical officers; and second, in our teaching hospitals we must 
provide balanced training which will meet the standards established by the 
various civilian specialty boards. 

It is entirely possible under the present provisions of subsection 201 (b) tl 
would lose a considerable portion of the dependent workload which 
enables us to sndiaty these requirements. 

We wish to make it clear that we are not advocating any increase in the amount 
of family care presently being provided in service hospitals. Some of our facilities 
are already overburdened with this type of work and we are i! 
over a portion of this workload to civilian facilities. 

If the provisions of subsection 201 (b) become law, there is no assurance that 
dependents in adequate es ‘rs to meet our need for varied types of ¢ 
mi: ne rial would continue to seek admission in military facilities 

Under subsection 201 (b) we do not see how we can properly plan the programs 
of our medical activities, or how we can determine proper staffs for our hospitals. 
We have been doing everything we can to improve utilization of professional 
personnel, If we cannot plan our workload, personne! utilization will suffer. 
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Chairman Russe.u. That is signed by y ou and the Surgeon General 
of the Navy and the Surge op of the Air Force? 

General Hays. That 1s correct, on the 7th of February of this vear. 

Chairman Rus ssELL. And that advice was in essence followed in the 
draft of the bill as it passed the House? 

General Hays. Yes, sir. 

Chairman Russe... Senator Jackson? 

Senator Jackson. No questions, Mr. Chairman. 

Chairman Russe.i. Thank you, General. 

The next witness is Maj. Gen. Dan C. Ogle, Surgeon General of the 


Air Force. 


STATEMENT OF MAJ. GEN. D. C. OGLE, SURGEON GENERAL OF THE 
UNITED STATES AIR FORCE 


General Oaitz. Mr. Chairman, I have a prepared statement which 
[ would be very happy to submit for inclusion in the record if it please 
the committee. 

Chairman Russe.u. Yes; I will be happy to have you do that, 
General. 

(The prepared statement submitted by General Ogle is as follows:) 


STATEMENT OF Mays. Gen. D. C. Oaite, Atk Force SurRGEON GENERAL, 
HEADQUARTERS, UNItTep States Arr Force 


Mr. Chairman and members of the committee, I am pleased to testify in favor 
of the passage of H. R. 9429. This bill has been developed to equalize medical 
care for the families of uniformed service personnel so as to assure this benefit 
for those remote from service clinics as well as for those who can be served by such 
facilities. Military medicine has been providing our families with care of good 
quality. The quantity of such care is limited by the availability of our facilities 
and staff and by the fact that our primary responsibility is the care of active duty 
personnel and the maintenance of military medical preparedness for national 
emergencies. 
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Military medicine should continue to provide as much family care as possible 
within its capabilities. This is essential in maintaining a strong posture of mili- 
tary medicine; will serve to provide better medicine to the military service as a 
whole; will be of great benefit to the service families living near military bases; 
and will be of great advantage to the taxpayer by fully using a resource in which 
Federal funds have already been invested, namely, the military hospital and its 
doctors. 

Continuation of military dependent care is essential to the service family because 
of its mobility. That family is not rooted in the civilian community within which 
it temporarily resides. It is rooted in the military system, the one stable element 
of its environment. Military doctors can be expected, therefore, to be better 
aware of the health and related problems of military families than are civilian 
doctors. Military dependent care is also essential to that family, because the 
greater volume of medical care required will be outpatient care. That type of 
care will not be provided under an insurance program at least in the immediate 
future. 

A substantial volume of family care is essential to military medicine for a num- 
ber of reasons. It is necessary in order to attract and keep properly motivated 
and qualified doctors in military service. A well-rounded medical service requires 
training and proficiency in all fields: the care of women, children, and older people, 
as well as the care of young men who are probably the healthiest in our Nation. 
A well-rounded clinical experience is essential. The problem which military 
medicine has faced within the last few years of continually losing career doctors 
is serious now and could become worse if military dependent care were substan- 
tially reduced. Any additional loss of our medical manpower would result in a 
reduced level of care for military personnel and an impairment of military medical 
readiness. That must be avoided. Practically all dependent care overseas is 
provided by military doctors. With the rotation of our Armed Forces throughout 
the world, our doctors must be kept proficient for overseas sasignments by con- 
tinuous practice in all elements of care of the family. Dependent care is also 
essential to our teaching hospitals. It is required to provide a mobilization base 
and for preparedness against an all-out enemy attack, which would demand all 
the service that both military aad civilian medicine could give. The military 
medical system must be ready to treat effectively all types of patients. 

It is hoped that the implementation of this legislation, particularly the freedom 
of choice provision in section 201(¢), does not operate to the substantial loss of 
opportunity for military medicine to give family care within its capabilities. 

I recommend enactment of H. R. 9429. It will authorize a far more compre- 
hensive program of dependent care than has ever before been administered. he 
administration of this program will be challenging, for we shall be charting a new 
course. Experience may show the need for adjustments. However, we stand 


ready to proceed. 

General Oaie. Beyond that I merely wish to state that I certainly 
can endorse the previous testimony as given here this morning by the 
gentlemen of the Department of Defense, and I speak for myself as 
Surgeon General of the Air Force and for the Air Force in that 
connection. 

Chairman Russeiu. And you signed the letter that General Hays 
read or approved that letter? 

General Oate. Yes, sir. 

Chairman Russeiu. Thank you, General. 

Senator Jackson? 

Senator Jackson. Mr. Chairman, I just had 1 or 2 general questions 
not directed to the general necessarily. 

Do I understand that under this proposal all types of illnesses will 
be covered as far as hospitalization is concerned? 

A lot of these prepaid plans have exclusions. 

Chairman Russeiu. There were some exclusions here. 

Captain, you can probably give those briefly. 

Captain Martineau. There are exclusions in the bill for the types 
of care that will be given in military facilities, but there are no exclu- 
sions in the civilian facilities. 
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Senator Jackson. In other words, if the patient requires hospitaliza- 
tion regardless of the nature of the illness, and is otherwise qualified 
for admission, he will be admitted? 

General Ocix. That is right. 

Senator Jackson. Who determines whether the person will be 
hospitalized? 

General Ocie. That will be, however, Senator, according to the 
terms of the contract that must be negotiated between the Secretary 
of Defense and the insurance or Blue Cross representative. 

Senator Jackson. That is what bothers me, though, because there 
is a lot of fine print. You know this fine-print business gets to be 
pretty important in these hospitalization plans. 

General Oaue. Well, it was the decision of the other body that 
that feature might well be left to negotiation in setting up the terms 
of the contract rather than spelling it out in the law. 

Senator Jackson. Do I understand—at the present time a person 
can be hospitalized, dependents in a military hospital for any illness? 

General Oat. No, sir. 

Senator Jackson. That is not true? 

General Ocir. That varies in fact between the services; for in- 
stance, a Navy dependent—this is one of the inconsistencies of present 
law—the care of naval dependents in naval facilities is covered by 
law today, an act that was passed in 1943, whereas the dependents of 
Army and Air Force personnel are not covered by law to that same 
extent. 

Now that Navy law precludes a naval dependent from being ad- 
mitted to a naval hospital for treatment of a contagious disease, for 
instance. 

Senator Jackson. Even though there are facilities in that hospital? 

Captain Martineau. Even though there may be facilities available. 
There is a preclusion against the treatment of nervous and mental 
disorders. 

Senator Jackson. Even though there are such facilities? 

Captain Martineau. Even though there are such facilities. 

Now the Army and the Air Force are not limited to the same extent 
by law. The Navy is. The Army and the Air Force must follow 
necessarily very much those same procedures due to the availability 
of their facilities. 

I mention those points to indicate the type of thing that we are 
trying to correct and make uniform. 

Senator Jackson. Then when the Secretary of Defense proceeds to 
negotiate with these nonprofit organizations, first of all would you 
maintain the same exclusions that now apply in the military hospitals? 

Captain Martineau. Not necessarily; no, sir. 

Senator Jackson. You are going to have a hodgepodge though. 
Then you are going to fall into the exclusions that they cover in their 
program? 

Captain Martineau. Well, our feeling there, Senator, is that in the 
end the determining factor is going to be how much money is available, 
and depending upon how much money is available, then they will be 
able to negotiate the type of contract that will be in the best interests 
of the services. 

That is the present philosophy. 

Senator Jackson. Who decides whether they are going to be 
admitted? 
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Captain Martineau. Admitted to any hospital? 

Senator Jackson. I am talking about in the civilian hospitals. 

Captain Martineau. Well, they will be admitted to a hospital 
upon the recommendation of a physician. Now in the case of a 
person living in an area where there are no military facilities available, 
it is not expected that the dependent is going to obtain admission 
through the recommendation of a military physician. 

Senator Jackson. I am speaking of an isolated area. 

The individual has taken a child to the doctor and the doctor says 
we need to perform an appendectomy. That is typical. 

Captain Martineau. All that will be required—of course, the 
details are going to be set up by regulations prescribed by the Secretary 
of Defense as called for in this bill. 

Senator Jackson. It is going to be in the contract, is it not? 

Captain Marrineavu. It will be in the contract and the contract 
will indicate, for instance, that among many other things an appen- 
dectomy for a dependent child can be treated in the hospital. So 
therefore, if a physician recommends surgery the child would be 
admitted into the nearest available hospital which in the isolated 
areas that you mentioned must be a civilian hospital. 

Senator Jackson. Dr. Cushing? 

Dr. Cusaine. Any recommendation of any doctor would be ade- 
quate for admission to the hospital. 

Senator Jackson. Is that generally true of the Blue Cross program? 

Dr. Cusnine. Yes, sir. 

Senator Jackson. In other words, the fact that the doctor recom- 
mends it? 

Dr. Cusnine. Is adequate. 

Senator Jackson. Is sufficient mformation on the face to make 
hospitalization possible. 

That is all, Mr. Chairman. 

Chairman Russe... I am concerned about this matter that you 
have raised, Senator Jackson. It escaped me that the Secretary 
was authorized to do away with all of these exclusions that will 
appear in the contract, and I frankly see no reason why that author- 
ization should be granted. 

Senator Jackson. It is quite far reaching. 

Mr. Buresss. I think, Mr. Chairman, I would like for counsel to 
cite what has got to be in this contract regardless of what might be 
excluded after those basic things are provided. 

Chairman Russe.u. I think the two ought to be exactly alike as 
far as | am concerned. 

Senator Jackson. You are going to have a great hodgepodge here. 

Chairman Russe.i. Not only that, the way we have found over 
100 years anything given to one branch of the service the other 
branches came in the next year and the argument was if the Army 
has it the Navy has to have it. 

| know where we will wind up with this thing in a very short period 
if we are not both put on exactly the same basis. 

Mr. Bartimo. My remarks, Mr. Chairman, are addressed to the 
question, and I hope it will lend some clarity because in the finalization 
of the bill these points were thoroughly gone into and I am sure your 
committee will want to explore a further; but, just as vicarious ex- 
perience on your question, No. 1, the bill provides in section 201A that 
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the Secretary of Defense must prescribe in the form of contract he 
may eventually arrive at certain specific mandatory features, and those 
are set forth, sir, on page 8, beginning on line 8; and just running 
through those, (1) it must provide hospitalization in semiprivate 
accommodations up to 365 days for each admission, including all 
necessary services and supplies furnished by the hospital during 
inpatient confinement. 

(2) Medical and surgical care incident to a period of hospitalization. 

(3) Complete obstetrical and maternity service including prenatal 
and postnatal care. 

(4) Required services of a physician or surgeon prior to and follow- 
ing hospitalization for a bodily injury or for a surgical operation. 

(5) Diagnostic tests and procedures including laboratory and X-ray 
examinations accomplished or recommended by a physician incident 
to hospitalization. 

These are mandatory and prescribed in the law. 

The philosophy on the House side was if you can negotiate some- 
thing further than these mandatory features, all well and good, but 
we realize that we have to have some sort of a ceiling because money 
is limited, and as Captain Martineau pointed out, it will be primarily 
a question of negotiation of how much further you can go than these 
specific mandatory features. 

I think that may help, sir, in your question. 

Chairman Russet. I noticed in a letter from the Bureau of the 
Budget that came in this morning, to which I referred, that he is very 
highly critical of this section of the bill. I will read this paragraph. 
It is paragraph No. 2 of the letter of April 11. 

Section 103 (g) provides that hospitalization for domiciliary care, nervous and 
mental disorders, chronic diseases, and elective treatments does not authorize 
dependents in medical facilities of the uniformed services except as provided in 
the Secretary of Defense’s regulations. The intent appears to be to prohibit 
these types of care for dependents except as authorized by the Secretary of Defense 
in unusual situations. 

To allow such care in some cases but not in others is sure to generate a growing 
demand for the broadening of regulations to provide it for all dependents. In 
fact, providing the Secretary with this authority, even if he does not use it, will 
lead to constant pressure on him to authorize such care for all dependents. 

Provision of this long-term care will necessitate specialized medical facilities 
which are not now available for dependents, and will interfere with the care of 
active-duty patients in an emergency. 

It is therefore recommended that section 103 (g) be amended to establish 
statutory standards which will strictly limit the period perhaps to 6 months during 
which hospitalization of dependents in facilities of the uniformed services may be 
authorized for nervous and mental disorders and chronic diseases. 

It is also recommended that section 103 (g) be amended to prohibit hospitaliza- 
tion of dependents in facilities of the uniformed services for domiciliary care and 
elective treatments. 

Senator Jackson. Mr. Chairman, I think that covers the point 
that I had. 

Chairman Russge.u. This is from the Bureau of the Budget, the 
Executive Office of the President. 

Dr. Cusnine. Mr. Chairman, we would have no objection to that. 

Chairman Russet. I think it is wholly desirable myself. I think 
they ought to be brought into as much uniformity as possible. 

Senator Jackson. Unless you do something like that, Dr. Cushing, 
you are going to get into a big hassle. 
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The first thing we are going to do is have a lot of letters in here 
saying that you get one kind of care one place and another in another, 
We will send them on to you. 

Chairman Russewu. General Ogle, thank you very much and we 
shan’t charge this time up to you in the future if you care to make a 
long dissertation before the committee. 

General Ocie. Thank you, Mr. Chairman. 

Chairman RussEeLu. The next witness is Rear Adm. Bruce E. 
Bradley, Deputy Surgeon General of the United States Navy. 

Come around, Admiral Bradley. 


STATEMENT OF REAR ADM. BRUCE E. BRADLEY, DEPUTY SURGEON 
GENERAL OF THE UNITED STATES NAVY 


Admiral BrapLey. Mr. Chairman, I appreciate the opportunity to 
appear here. I have a statement which I would like to ask permission 
to insert in the record. 


Chairman Russe.u. That permission is granted and the statement 
will appear in the record. 

(The prepared statement submitted by Admiral Bradley is as 
follows:) 


Mr. Chairman and members of the committee, I am pleased to have the 
opportunity of expressing my views eoncerning H. R. 9429. 

This legislation to provide an improved and uniform plan of medical care for 
dependents both in military medical facilities and in civilian medical facilities 
is most important in improving the attractiveness of a military career. At the 
present time availability of medical care for dependents of our Navy and Marine 
Corps personnel varies greatly depending upon the location of dependents and 
the availability and adequacy of military medical facilities. This too often 
results in nonavailability of medical care for dependents of our personnel who 
are serving on ships at sea or overseas, Yet in the absence of the serviceman this 

group of dependents should be particularly assured of medical care. Those 
dependents living with the serviceman on or near our Navy or Marine Corps 
stations generally are provided for, except in instances of overcrowded medical] 
facilities. However, the dependents who have returned to their hometowns or 
who are living at some distance from military bases are unable to obtain essential 
medical care except at their own expense. 

The enactment of this legislation will eliminate these inequalities in the provi- 
sion of medical care to dependents of our servicemen. The ultimate to be ex- 
pected of any member of the Armed Forces is that he is fully prepared and equipped 
to give his utmost and, if necessary, his life in the defense of our country. If every 
man is to perform according to this dictum, he must not be hampered by worries, 
frustrations, and cares regarding the provision of medical care for his dependents. 
To provide such care is, in my opinion, sound military personnel policy, and should 
improve the military readiness of our Armed Forces. 

This bill, in addition to providing for medical care for dependents in civilian 
facilities, provides medical care on a uniform basis for dependents in military 
medical facilities. 

It is of the utmost importance that wherever possible, dependent care be given 
by military medical officers in military medical facilities. Unless this is accom- 
plished, the caliber of medical care administered to our combatant troops will 
suffer greatly. 

A career military medical officer, like every other physician, must take his early 
training in an accredited hospital and preferably a teaching hospital. It is an 
accepted fact that in the field of medical education better medicine is practiced in 
those institutions conducting teaching programs. It is therefore essential that 
patients of both sexes and all ages be available in order that every medical officer 
can maintain his ability as a topnotch physician and render the highest quality of 
medical care to members of the Service. 

Such a distribution of types of patients is also essential if we are to retain ap- 
proval of our hospital training programs. Without these conditions young doctors 
will not be attracted to the military service. 


to Sat 


4 
' 





DEPENDENT MEDICAL CARE 59 


At first glance it might appear that dependent medical care is something which 
could, or should, be done almost entirely by civilian physicians in private practice 
under contract or under civil-service employment. 

The effect of this on career attractiveness for military medical officers would be 
most adverse, as under such a system the career military medical officer could 
look forward only to the care of generally healthy young military men or to duty 
overseas or in isolated continental areas. Under these circumstances, the attrac- 
tiveness of a military medical career would be still further reduced and more 
civilian physicians would have to be drafted to care for our military men or to 
serve in these isolated continental or overseas areas. 

Thus, the provision of dependent medical care allows us to satisfy a threefold 
need; namely, that of elevating the morale and increasing the reenlistments of 
our service personnel and at the same time furnishing a most important career 
incentive which will stimulate young doctors to apply for a commission in one of 
the medical departments of our Armed Forces, and thirdly, utilizing our facilities 
and doctors more efficiently and economically and thus maintaing a better state 
of medical readiness. 

The provisions of H. R. 9429 will permit a sound and economical approach to 
providing adequate care for dependents of our servicemen. Military medical 
facilities will be utilized to an optimum degree within the capacity of the facilities 
and the capabilities of the professional personnel, thus assuring maximum economy 
to the Government. When military medical facilities are not available or are 
inadequate as to space or type of care available, medical care for dependents will 
be provided through available civilian facilities. In this manner, the dependent 
care load will be shared between military and civilian facilities without overtaxing 
the capacities of either aad without excessive cost to the Government, 

For the Medical Department, the plan will allay the fears of prospective medical 
officers in that they may be assured that a full and well-rounded practice of 
medicine exists in the military. This will directly contribute to developing better 
doctors and better patient care and thus will contribute to the medical readiness 
of the Nayy. 


Admiral Brapuey. I would like to say that I agree with the previous 
testimony given this morning, sir. 

Chairman Russeiu. The Medical Department of the Navy is in 
accord with the views read by General Hays from the letter with 
respect to the freedom of choice? 

Admiral Brap.tey. Yes, sir. 

Chairman Russetyi. Thank you, Admiral. 

Next is Adm. W. W. Kenner, United States Coast Guard. 


STATEMENT BY REAR ADM. W. W. KENNER, UNITED STATES 
COAST GUARD 


Admiral Kenner. Mr. Chairman, I have a prepared statement. 
I represent the Personnel Department of the Coast Guard. 

I would like to submit my statement for the record. I have nothing 
new to add to the very complete presentations here this morning. 

I am prepared to answer any questions the chairman may have, sir. 
We favor the enactment of this legislation. It will be very beneficial 
to the personnel of the Coast Guard. 

(The prepared statement submitted by Admiral Kenner is as 
follows:) 


Mr. Chairman and members of the committee, as a representative of the 
United States Coast Guard and Treasury Department, I wish to thank you for 
the opportunity to appear before this committee and speak for the medicare bill. 

As stated in title 1 of the bill, one of the purposes is to provide an improved 
and uniform program of medical care for dependents of members of the uniformed 
services. That is an extremely sound objective. It is important ip creating 
and maintaining a high morale in the uniformed services to assure our personnel, 
both at home and overseas, that adequate medical care will be available to their 
dependents either in the medical facilities of the uniformed services or in facilities 
provided under the proposed insurance plan. 
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The serviceman of today knows his relative status of employment as compared 
to his civilian counterpart. The troubles which can and do occur at home when 
the serviceman is away from his family loom large in his decision as to whether 
he should continue in a service career. Our personnel are frequently assigned on 
loran or other isolated Coast Guard shore stations, or weather stations afloat 
where it is impossible for the man to reach his family in case of emergency. 
Although the serviceman is absent, we can, in some manner, alleviate these con- 
ditions by having available improved medical care for his dependents. By pro- 
viding improved and uniform medical care, either in medical facilities of the uni- 
formed services or by the insurance program, we can, to a considerable degree, 
keep the morale of both the servicemen and his family on the high level necessary 
to insure contentment with a service career. 

It might well be asked, ‘“‘Why the increased need of medical care for depend- 
ents?’”’ The answer is that today more and more petty officers are family men. 
We encourage a member of this type because of his greater stability and maturity. 
Servicemen, particularly the enlisted group, live on a fixed income, an income 
that seldom provides for major emergencies. This is especially true of the man 
who needs medical services most, namely, the one who is raising a family. 

Because of the extreme importance of caring for the serviceman’s dependents, 
the services themselves have in the past devised ways and means to assist the 
family and the serviceman who has no reserve funds to meet unforeseen medical 
expenses. These cases are usually handled by service welfare organizations 
through loans or grants. 

Currently within the United States, Public Health Service hospitals are avail- 
able to Coast Guard dependents on a space and facility available basis. This is 
very satisfactory for the group of dependents who reside near a Public Health 
Service hospital. However, a large part of our personnel, approximately 58 
percent, are not stationed near such hospitals and the disparity in care given the 
two groups causes considerable dissatisfaction to the latter. This bill will elim- 
inate that condition by providing a greater coverage of Government facilities, 
and insurance coverage where medical facilities of the uniformed services are not 
available or do not exist. 

In Alaska, Hawaii, and other places overseas, Department of Defense de- 
pendents are cared for now on a space available basis in Department of Defense 
medical facilities. Here Coast Guard dependents are less fortunate, as there 
are no Public Health Service hospitals outside the continental limits of the 
United States. In emergencies, Coast Guard dependents may obtain treatment 
at Department of Defense hospitals, but are billed $17.50 per day, which must 
be paid by the individual Coast Guardsman. H. R. 9429 eliminates this inequity 
for it authorizes Coast Guard dependents to be cared for outside the continental 
limits of the United States under contract or in medical facilities of the other 
uniformed services on the same basis as dependents of the other services. We 
visualize that our dependents as a group will have improved medical care under 
this bill. 

Of note is the increase in the number of facilities which will be available to 
Coast Guard retired personnel and their dependents, plus the insurance coverage 
possible under section 202. In addition, the inclusion as dependents, of the 
unremarried widows and minor dependent children of same, will bring medical 
care to a group whose needs have too frequently been most acute in this field. 

In conclusion, I would like to reiterate that enactment of the H. R. 9429 will 
improve morale of the Coast Guard servicemen and his dependents and increase 
the attractiveness of the service as a career. The Treasury Department favors 
enactment of this legislation. 


Chairman Russexu. At the present time the personnel of the Coast 
Guard I believe receive treatment in the Public Health Service 
hospitals? 

Admiral Kenner. That is correct, sir. 

Chairman Russe... This legislation if enacted would make you 
eligible for the military installations where space was available as 


well as the other provisions of the insurance features of the bill? 
Admiral Kenner. Yes, sir. 
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Chairman RusseEtu. It is therefore highly desirable? 

Admiral Kenner. It is highly desirable. 

Chairman Russe.tu. Thank you very much, Admiral. 

Mr. Robert Johnston, representative of the Public Health Service. 


STATEMENT OF ROBERT JOHNSTON, OFFICE OF THE SURGEON 
GENERAL, UNITED STATES PUBLIC HEALTH SERVICE 


Mr. Jounston. Mr. Chairman, I have a prepared statement which 
with your permission I think maybe could be just inserted in the 
record, unless you desire me to read it, sir. 

Chairman RussEiu. I have looked over your statement, Mr. 
Johnston. I will be happy to have it printed in the record. 

(The prepared statement submitted by Mr. Johnston is as follows:) 


Mr. Chairman and members of the committee I am Robert Johnston, Office 
of the Surgeon General, United States Public Health Service, Department of 
Health, Education, and Welfare. I appreciate this opportunity to appear before 
the committee to testify with respect to H. R. 9429, a bill to provide medical 
care for dependents of members of the uniformed services, and for other purposes, 

Under section 326 (b) of the Public Health Service Act the Public Health 
Service is providing a medical care program for dependents of members of the 
Coast Guard, the Public Health Service and the Coast and Geodetic Survey. 
Although this program differs in certain respects from those operated by the 
Army, the Navy, and the Air Force, the programs of all such services are sub- 
stantially similar. However, we believe that H. R. 9429 is desirable from the 
point of view of making completely uniform the medical care benefits that would 
be offered to dependents of members of all the uniformed services. This is in 
accord with the policy established by the Congress over the last several years in 
equalizing other benefits for all members of the uniformed services 

The most serious deficiency in our current medical care program for dependents 
of members of the Public Health Service, the Coast Guard, and the Coast and 
Geodetic Survey stems from the fact that the Public Health Service operates 
only 16 hospitals and 21 outpatient clinics which are generally available for the 
medical treatment and hospitalization of dependents. Speaking solely for the 
Public Health Service, we estimate that the dependents of approximately 40 
percent of our officers are located in areas where hospitals of the Service are not 
available. H. R. 9429 would remedy this defect by authorizing the Secretary of 
Defense to contract for medical care for specified dependents of members of all 
the uniformed services under such insurance, medical service, or health plan or 
plans as he deems appropriate. 

Another desirable feature of the bill is contained in sections 103 and 301. 
Under these sections the medical facilities of all the uniformed services would be 
available for the care of both the member and his dependents without regard to 
the service affiliation of the member. This feature is desirable from the point of 
view of the Government in that it would provide for a maximum utilization of the 
medical facilities of the uniformed services and from the point of view of the mem- 
ber and his dependents in that the number and location of facilities rendering 
medical care would be increased. 

At Mr. Darden’s request I have prepared a table showing the number of de- 
pendents of members of the Coast Guard, the Coast and Geodetic Survey, and 
the Public Health Service who would be extended insurance coverage under sec- 
tions 201 and 202 of the bill. With your permission, Mr. Chairman, I would like 
to submit this table for the record. In reviewing this table it should be noted 
that the various figures represent total dependent strengths and not the numbers 
of dependents who might utilize their insurance coverage. 

For the reasons set forth in this statement, among others, the Department of 
Health, Education, and Welfare recommends the enactment of H. R. 9429, or a 
bill similar thereto. 
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Estimated total number of dependents of members of Coast Guard, Coast and Geodetic 
Survey, and Public Health Service eligible for coverage under the insurance, 
medical service, or health plan or plans for which the Secretary,of Defense is 











authorized to contract under secs. 201 and 202 of H. R. 9429 
Coast and Public 
Coast Guard Geodetic Health Total 
Survey Service 
(a 201 
1. Wives and children of active-duty 
nembet 31, 750 290 5, 450 37, 490 
(b) See. 2 
1. Retired members 7, 450 71 250 7,771 
2. Dependents of retired members 7, 450 97 250 7, 797 
3. Parents i parents-in-law 500 4 100 604 
4. Widows and surviving children_-.- 2, 475 25 225 2, 725 


Mr. Jounsron. Are there any questions, Mr. Chairman, that 
you might desire to ask? 

’ Chairman Russetu. I believe at the request of the committee 
you prepared a table which deals with the numbers involved? 

' Mr. Jonnstron. Yes, Mr. Chairman, that table is at the end of the 
statement and those figures were the compiled figures of the Coast 
Guard, Public Health Service, and Coast and Geodetic Survey. 

I would like to say one additional thing, Mr. Chairman. 

Chairman Russe.i. You may. 

Mr. Jounstron. There is a departmental report that will be signed 
by Secretary Folsom which the committee should receive either 
today or the first thing tomorrow morning. 

Chairman Russe.u. We will be very glad to get that. 

Your statement and the table appended thereto will be printed in 
the record and we thank you for your assistance on this bill. 

(The report was subsequently received and is printed below:) 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, 
April 13, 1956. 
Hon. Ricuarp B. Russet, 
Chairman, Committee on Armed Services, 
United States Senate. 


Dear Mr. CHAIRMAN: This is in response to your request for reports on 8S. 934, 
S. 2720, and 8. 3154, bills to provide medical care for dependents of members of 
the Armed Forces of the United States, and for other purposes. 

Two of these bills (S. 934 and 8. 2720), as well as H. R. 9429, which was passed 
by the House of Representatives and is now pending before your committee, 
would continue the use of the medical facilities of the uniformed services as the 
primary source of medical care for dependents of members of such services. Medi- 
cal care under insurance or other plan or plans, or through civilian medical sources, 
would be made available under these bills as a supplementary program for depend- 
ents for whom such care is not available in the facilities of the services. 8S. 3154, 
on the other hand, would provide such care primarily through contracts “under 
nonprofit health insurance plans’”’ and through other civilian medical sources, and 
would curtail use of the facilities of the uniformed services in providing medical 
care for dependents. 

The purpose of this legislation is to increase the morale throughout the uni- 
formed services by improving and making more nearly uniform the program of 
medical care for dependents of members of the uniformed services. As the medical 
facilities of the uniformed services have traditionally been the primary source of 
medical care for dependents, a continuation of this medical care program, supple- 
mented by a health insurance program, would, in our opinion, best serve the needs 
of the uniformed services to increase morale. For this reason, we would not 
recommend the enactment of 8. 3154. 
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While, as indicated above, S. 934, 8S. 2720, and H. R. 9429 are similar in ap- 
proach, they differ in a number of respects. H. R. 9429, the latest of the three 
bills, in our opinion contains many improvements over the earlier bills. 

First, H. R. 9429 would be more simple to administer and would be more equi- 
table toward the members of the uniformed services and their dependents. Under 
S. 2720 a member would be required to elect coverage under a health insurance 
alan or plans and would make a contribution to the monthly premium. Under 
i. R. 9429 the dependents of members of the military services would be auto- 
matically covered under such insurance, medical service, or health plan or plans 
as the Secretary of Defense may contract for at no monthly premium charge to 
the member of his dependents. Under the latter bill, however, the dependent 
or the member would be required to pay the first $25 of hospital expenses for each 
admission. Under H. R. 9429 the services would not have to maintain volumin- 
ous records of coverage elections and deductions for premium payments. Further- 
more, the member, in considering whether or not to elect coverage, would not be 
placed in the position of trying to anticipate transfers from localities where mili- 
tary medical facilities are available to localities where such facilities may not be 
available, and vice versa. 

Second, H. R. 9429 is also preferable because it provides broader coverage of the 
uniformed services. S. 2720 is limited to the Army, the Navy, the Air Force, 
and the Marine Corps. S. 934 is limited to these services plus the Coast Guard 
when operating as a part of the Navy. On the other hand, H. R. 9429 extends 
the benefits of the proposed medical care program to dependents of members of 
all the uniformed services. It would thus provide an additional step toward 
uniformity of treatment of members of the uniformed services and their dependents. 

Third, H. R. 9429 is also preferable to the other bills because its provisions are 
designed to achieve the fullest and most efficient use of medical facilities of the 
uniformed services by authorizing use of such facilities of each of the services by 
members of all of the uniformed services and their dependents. 

Under section 301 of H. R. 9429 there is a requirement that if a member uses a 
medical facility of a service other than his service, his service must reimburse the 
service furnishing the medical care at rates to be established by the Secretary of 
Defense after consultation with the Secretary of Health, Education, and Welfare. 
As the Public Health Service is, at present, responsible for furnishing medical care 
to members of the Coast Guard and the coast and Geodetic Survey, we assume 
that section 301 would be interpreted to continue to vest this responsibility in the 
Public Health Service with respect to the Coast Guard and the Coast and Geodetic 
Survey. 

For the reasons stated above, we recommend enactment of a bill such as H. R. 
9429 and against enactment of S. 934, 8. 2720, and S. 3154. 

The Bureau of the Budget advises that it perceives no objection to the submis- 
sion of this report to your committee. 

Sincerely yours, 
M. B. Fousom, Secretary. 


Capt. I. E. Rittenburg, of the Coast and Geodetic Survey, Depart- 
ment of Commerce. 


STATEMENT OF COMDR. EMMETT H. SHERIDAN, ASSISTANT 
DIRECTOR, COAST AND GEODETIC SURVEY, DEPARTMENT OF 
COMMERCE 


Commander SHeripan. I am Commander Sheridan of the Coast 
and Geodetic Survey. 

Captain Rittenburg is ill today and I am taking his place. 

We have a prepared statement similar to the one we submitted to 
the House for inclusion in the record. 

We endorse H. R. 9429, sir. 

Chairman Russetu. Do you heartily support this legislation? 

Commander SHeripan. Yes, sir. 

Chairman Russett. Thank you very much. 

(The prepared statement submitted by Captain Rittenburg is as 
follows: ) 
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STaTEMENT BY Capt. I. E. RirrensBure or THE Coast AND GEODETIC SURVEY, 
DEPARTMENT OF COMMERCE 


Mr. Chairman, the Coast and Geodetic Survey appreciates very much the op- 
portunity to appear before this committee and to testify in support of H. R. 9429. 

We fully realize that the number of personnel of the Coast and Geodetic Survey 
included in this proposed legislation is so few that we will have very little imnact 
on the program. However, this bill is most important to our bureau. We have 
the same problem of providing adequate emoluments for service to our personnel 
as do the military services in order to attract and to retain the caliber of personnel 
necessary to fulfill our assigned functions. One of the most important os isions 
necessary is adequate medical care for dependents. We believe that this bill 
will materially assist us and we, therefore, endorse its enactment. 


Chairman Russetyu. That concludes the list of witnesses for the 
hearings today, and the committee expresses its appreciation to all of 
you and we will now stand adjourned until tomorrow at 10 o'clock. 

(Whereupon, at 12:30 p. m., the committee was adjourned, to 
reconvene at 10 a. m., Friday, April 13, 1956.) 

The following communications from the Commissioned Officers 
Association of the United States Public Health Service, Inc., and the 
Disabled Officers Association were subsequently received and are 
hereby made a part of the record:) 


COMMISSIONED OFFICERS ASSOCIATION OF THE 

UniTep Sratres Pusiic Heattru Service, INc., 
Bethesda, Md., April 13, 1956. 
Senator Ricuarp B. RusseEt1, 

Chairman, Senate Armed Services Commiitee, 
Senate Office Building, Washington 25, D. C. 

Dear Mr. CuHarrMan: The purpose of this letter is to voice the full a 
of the Commissioned Officers Association of the United States Public Health 
Service, Inc., for the enactment of legislation to provide adequate medical care 
for the dependents of members of the uniformed services, active and retired, on 
a basis of equality, presently under consideration by the committee of which you 
are chairman in H. R. 9429, a bill to provide medical care for dependents of mem- 
bers of the uniformed services, and for other purposes. 

The Commissioned Officers of the United States Public Health Service, Inc., is 
composed of 80 percent of the members of the Regular corps, and 30 percent of the 
members of the Reserve Corps of the United States Public Health Service. Its 
views, therefore, represent the views of the members of the service as a whole. 

The Public Health Service, as 1 of the 7 uniformed services may be placed in 
military status in time of war by executive order. This was don’ in World War 
II. At all times a large number of Public Health Service officers are on military 
status because of their assignments to the United States Coast Guard and other 
armed forces of the United States. 

The Public Health Service is associated with the uniformed services for pay, 
survivor and other benefits in existing laws and is included in the legislation pend- 
ing before your committee. 

In the opinion of the association, there could be no greater single influence 
upon morale and service attractiveness than freedom from concern over the health 
and physical well-being of the dependents of those who dedicase themselves to 
the service of our country in the uniformed services. 

Our views on this matter are expressed by letter, rather than by testimony 
before the committee, in order to conserve the committee’s time, with the request 
that this letter be made a part of the record. 

Sincerely, 
F. O. Wrtitensucuer, National Counsel. 
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DISABLED OrriceRs ASSOCIATION, 
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Senator Ricuarp B. RusseE.1, 
Chairman, Armed Services Committee, 
United States Senaie, Washington, D. C. 


DeaR Mr. CuHarrMan: The purpose of this communicati 
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FRIDAY, APRIL 13, 1956 


Unitrep States SENATE, 
CoMMITTEE ON ARMED SERVICES, 
Washington, D. C. 

The committee met, pursuant to call, at 10 o’clock a. m., in room 
212, Senate Office Building, Senator Richard B. Russell (chairman) 
presiding. 

Present: Senators Russell, Stennis, Symington, Saltonstall, and Case. 

Also present: Capt. David L. Martineau, Bureau of Naval Person- 
nel, Department of the Navy, and Comdr. Frank M. Slatinshek, 
United States Naval Reserve. 

Harry L. Wingate, Jr., chief clerk; and William H. Darden, and 
K. E. BeLieu, of the committee staff. 

Chairman Russre.u. The committee has already received testimony 
from the representatives of the Department of Defense, Department 
of Health, Education, and Welfare, the Coast Guard, and the Coast and 
Geodetic Survey on this bill. 

This morning we will proceed to hear from interested organizations 
and groups that have no official affiliation with the Government. 

The first witnesses on the panel for today are representatives of the 
Blue Cross and Blue Shield plans. They will be followed by a repre- 
sentative of the American Life Convention and Life Insurance Associa- 
tion of America. 

Since the civilian care that would be authorized by the bill may be 
under either insurance, or medical service, or health plan, it appears 
that either the service approach or the Blue Shield-Blue Cross meth- 
ods, or the indemnity arrangements of the life underwriters, or both, 
will be utilized. 

Hence the cost estimates and other comments of these groups will 
be exceedingly important to the committee in writing the bill. 

Of course neither the medical service plan nor the insurance in- 
demnity arrangement could succeed without the enthusiastic coopera- 
tion and participation of private physicians and hospitals. Later this 
morning we will hear from representatives of the American Medical 
Association, the American Hospital Association, and other like 
organizations. 

The Chair has been advised that Mr. S. A. Van Steenwyk will 
testify for the Blue Cross commission, that Dr. Donald Stubbs is 
here to represent Blue Shield, and that because of the complementary 
nature of these two groups, these two gentlemen will testify together. 

Will you two gentlemen have seats there at the end of the table? 

Mr. Van SreENwyk. My name is Van Steenwyk. My material 
will be here in a few minutes. 

I would appreciate it if Dr. Stubbs were to proceed first. 
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Chairman Russevu. We will be happy to have that arrangement. 
It is not unusual for testimony to arrive before the witness but I 
think this is the first time a witness has arrived before the testimony. 


STATEMENT OF DR. DONALD STUBBS, CHAIRMAN, GOVERNMENT 
RELATIONS COMMITTEE, BLUE SHIELD MEDICAL CARE PLAN 


Dr. Stusss. Mr. Chairman and members of the committee, I am 
Dr. Donald Stubbs, and I am engaged in the private practice of 
medicine in the District of Columbia. 

I am president of the board of trustees of the Blue Shield plan 
operating in this community and am a representative of the medical 
profession on that board. 

[ am also a member of the commission of the National Association 
of Blue Shield plans and I appear today representing the national 
association as chairman of its Government relations committee. 

There are 70 Blue Shield plans in the United States and its terri- 
tories, serving about 33 million people. Each of these plans was 
organized on a community basis and is approved by the medical 
society of the community which the plan serves. Because these 
plans were organized to serve local needs they vary as to methods, 
scope of benefits, and amounts paid by subscribers. 

Whatever the specific provisions, however, all these plans operate 
on a nonprofit basis. None of the income of any plan inures to the 
benefit of any private mdividual. 

The unique aspect of most Blue Shield plans is to provide a means 
by which a prepayment program can assure the average patient of 
service benefits with free choice of physician at a community rate 
on a not-for-profit basis. 

Necessary for the understanding of Blue Shield is understanding of 
the service benefit principle. The need, especially for those in the 
lower and middle income brackets, is for specified physician services 
to be furnished at no cost to the patient above the plan schedule 
allowances. This concentration on furnishing the medical care itself 
rather than offering insurance dollars, which may or may not be 
sufficient to purchase such care, has always been a major concern in 
Blue Shield. 

[ have given you this brief and very general description of Blue 
Shield to illustrate our experience with medical-care programs. How- 
ever, I am not suggesting that any existing Blue Shield program will 
serve to provide the scope of medical care for the dependents of mem- 
bers of the uniformed services, which is the objective of this legislation. 

As we understand it, the objective is to provide substantially com- 
plete medical care to dependents either in Government facilities or 
from civilian sources, but with the assurance that no additional charge 
will be made to the serviceman for such medical care rendered by 
civilians, at least with respect to care given dependent wives and 
children. 

The part of the bill with which we are particularly concerned and 
to which I want to address most of my brief remarks is section 201 (a) 
which reads: 

Src. 201. (a) In order to assure the availability of medical care for the wives 
and children of all members of the uniformed services, the Secretary of Defense, 
after consultation with the Secretary of Health, Education, and Welfare, shall 
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contract for medical care for such persons, pursuant to the provisions of this title, 
under such insurance, medical service, or health plan or plans as he deems appro- 
priate, which plan or plans shall include, but shall not be restricted to, the follow- 
ing: 

(1) Hospitalization in semiprivate accommodations up to 365 days for each 
admission, including all necessary services and supplies furnished by the hospital 
during inpatient confinement; 

(2) Medical and surgical care incident to a period of hospitalization; 

(3) Complete obstetrical and maternity service, including prenatal and post- 
natal care; 

(4) Required services of a physician or surgeon prior to and following | 
zation for a bodily injury or for a surgical operation; 

(5) Diagnostic tests and procedures, including laboratory and X-ray examina- 
tions, accomplished or recommended by a physician incident to hospitalization; 

(6) Payment by the patient of the first $25 of hospital expenses incurred under 
paragraph (1) of this subsection for each admission. 


Lospitali- 


This provision required that the Secretary of Defense shall contract 
for the rendition of medical care to the wives and children of members 
of the uniformed services. The product to be furnished is medical 
service and not indemnity dollars. 

Furthermore, the scope of the medical care to be furnished is broader 
than any existing Blue Shield program. Indeed, it is more complete 
than any program of basic medical care plus any coverage for major 
medical expense known to us. 

We do not believe that any regular insurance operation or any pres- 
ently operated Blue Shield program can provide these services. For 
this reason we are not proposing that physician care for depe unde nts 
be provided as a Blue Shield program. On the contrary, we believe 
that for this plan to be successful it must be specially organized for 
this limited purpose to attract the general support of virtually all 
doctors in civilian life, an even higher percentage than now participate 
in their local Blue Shield plans. 

An obligation to provide medical care of this scope can be discharged 
fully only by arrangements with the purveyors of the services. We 
do not believe it possible to accomplish this through the insurance or 
medical prepayment plans as they now exist, be they indemnity, 
service, or a combination of indemnity and service 

In any event there seems no justification for the purchase by the 
Government of insurance against a total, unshared, responsibility of 
Government. Insurance works no miracles and reduces no costs. 
In fact, it increases the total cost of the services it provides. Included 
in every promulgation of insurance rates is a charge for the factor of 
risk, for the safety or reserves factor, and a provision for expense of 
administration. These factors are particularly important in a pro- 
posal of such scope as is here contemplated, in which experience is 
severely limited. 

Senator SALToNSTALL. Doctor, would you explain the meaning of 
the word “unshared” in the second line of that paragraph? 

I assume you mean that the Government undertakes the whole 
responsibility and it is unshared by the recipient, is that correct? 

Dr. Srusss. That was what we meant. Of course that is not 100 
percent correct. It was expected, I believe, that minor deterrents to 
utilization would be brought in, but the essential cost was intended 
to be unshared by the patient. 

Senator SauTronsTALL. That has nothing to do with the medical 
side of it. 
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It simply is the relationship between the Government and the 
individual? 

Dr. Stusss. Yes, sir. 

Senator SatronstaLuL. Thank you. 

Dr. Strusss. Another thing that might be interpolated at this point 
is that we have been discussing this in a very negative fashion about 
insurance and about the offering that Blue Shield and Blue Cross can 
make, not intending to detract from the value of these plans at all. 

Indeed, all of our testimony is intended to indicate their value. But 
for this particular job, we are trying to approach it in a way that would 
give the best service to the servicemen at the least cost to the 
Government. 

The Government has sufficient resources available to discharge its 
assumed obligations. It has only to arrange an efficient and reason- 
able method of purchasing medical services, in the market, at nego- 
tiated costs, as it purchases other needed services or goods. Although 
insurance may be adequate and preferable in some cases, it cannot in 
this situation guarantee the delivery of medical services without 
additional costs to the serviceman. 

Therefore, our major effort in studying this problem has been to 
try to ascertain at be grassroots how much sympathetic support can 
be obtained. As a result, we are convinced that nearly all doctors 
will support a seated in which fees paid in accordance with negotiated 
schedules will be accepted as payment in full, and that Blue Shield 
plans, as the accepted agent of the medical profession in nearly all 
areas of the United States, can provide the necessary organization and 
machinery to administer such a program. ‘This program would be on 
a cost basis with no addition for insurance reserves or profit. 

There has been in effect and in operation since. 1946, a method 
which has proven effective in the provision of medical service for 
Government beneficiaries. This is the so-called hometown veterans 
care program. Its method of operation is simple, effective and effi- 
cient. A contract is entered into between the Government and a 
medical society or its designated agency. Underlying this contract 
are agreements with individual doctors. 

This contract provides for the rendition of certain specified and 
authorized services in accordance with an agreed upon schedule of 
fees. Expenses of administration are provided in accordance with 
an agreed upon formula. There is neither profit nor loss to the 
contractor. 

Such contracts may be and are made directly with State medical 
societies, or with designated agencies. Blue Shield plans by virtue 
of their unique relationship with the organized medical profession in 
the various communities, and the experience gained in the adminis- 
tration of their basic prepayment plans are peculiarly qualified to 
serve as fiscal agents. 

We are convinced that such a program will achieve the objectives 
of the bill now before you. This program has the following ad- 
vantages: 

It permits the most efficient and maximum use of whatever 
facilities and services are available at time and place of need. 

It recognizes the individual preference of the dependent, as to 
use of available service or facility at time and place of need. 

It is designed to avoid the selection of military or civilian services 
on the basis of economic considerations. 
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4.. It guarantees, by contracts with the purveyors of services, needed 
medical care without additional cost for such services. 

5. Costs to the Government will include only actual agreed-upon 
fees and administrative expenses, without charge for the reserve or 
risk factors. 

In our opinion civilian care for dependents of members of the 
uniformed services should be as nearly equal to that available in 
Government facilities as is practicable. 

Furthermore, we believe that dependents should have free choice 
as to the source of medical care. It appears to us that the bill before 
you does provide for medical care from civilian sources as nearly 
coextensive with that available in Government facilities as is possible 
at this time, but there is a provision which could be used to limit a 
dependent’s free choice. 

I am referring to section 201 (C) of the bill. 

Among other ‘things, the section authorizes the Secretary of Defense 
to limit the use of civilian medical facilities in areas where he finds 
that military medical facilities are adequate. We are concerned that 
this authority if exercised by the Secretary would produce very 
hampering and morale damaging administrative problems because 
thousands of doctors and tens of thousands of patients would have 
to be kept informed of changing status of availability of authorized 
facilities. 

And we mean by that particularly that in the situation where 
patients might transfer from one type of area into another, that the 
intelligence service would have a job keeping them all informed. 

We believe further that the presence of this limitation on free choice 
would handicap the development of proper working agreements under 
which the bill would have to be implemented. For this reason we 
recommend that this section of the bill be amended to remove the 
limitations on free choice of medical facilities. 

In closing we wish to emphasize the fact that Blue Shield is making 
no offer for itself. We are not expecting to derive any benefit for 
Blue Shield from the passage of this legislation. However, our services 
and experience, based on a unique and intimate re lationship with the 
organized me dical profession, will be made available to the Govern- 
ment so that the medical needs of dependents of servicemen may be 
efficiently served with the support and approval of the medical 
profession. 

Blue Shield, in most instances, cooperates with companion Blue 
Cross plans in the administration of its affairs. In this case, caleu- 
lation of unit and total costs to the Government has been made 
jointly and will be presented by the Blue Cross representative, Mr, 
Van Steenwyk, who has already been introduced, during these 
hearings. 

Thank you, Mr. Chairman, for the privilege of appearing here. I 
sincerely trust that these remarks may prove helpful. 

Chairman Russett. They are very informative, Dr. Stubbs. I 
would like for you to elaborate just a bit on the present operations of 
the Blue Shield plans. 

You state that there are 70 plans serving about 33 million people. 

Is the Blue Shield plan available to every citizen of the United 
States today wherever he may live? Or are there areas where it is 
not effective? 











72 DEPENDENT MEDICAL CARE 


Dr. Srupns. There are areas in which Blue Shield is not actively 
effective. I believe we would have to say both yes and no to the 
question because there are overlapping interstate groups, there are 
7 arge industry groups that have Blue Shield coverage, and that cover- 

: then will be good wherever the patient may be. 

*‘\ patient here, a Federal employee may have our Blue Shield plan 
in Washington and be transferred into any part of the country and 
will still be covered to the extent that our Blue Shield operation gives 
coverage. 

So while it is true that there are areas in which Blue Shield does not 
have an organized recruiting service as it were, we will nevertheless 
cover patients who go into those areas, so that it is virtually nation- 
wide in that sense. 

The Cuarrman. That is what I had in mind. You said that the 
plans were different. I assume from that that one plan might give 
somewhat more extensive services. 

Dr. Sruspss. That is true; yes, sir. 

Chairman Russsevyu. Than another one? 

Dr. Stusss. And the variations in the servicemen which we con- 
sider so very much the important aspect of Blue Shield is rather real 
too. Here in the District of Columbia a familiarity with a $5,500 
income or less will be given in service offered by our Blue Shield and 
the physicians, every single physician of that area is under contract 
to accept those fees as they are agreed to in the plan and the patient 
knows when he gets the service that he will not have an extra bill. 

Chairman Russeiu. Of course the plan that the Government 
would subscribe to would have to be uniform throughout the United 
States. 

Do you apprehend any difficulty in adapting all your different area 
to the Government contract which would undoubtedly be different or 
might be different from all 70 of these other plans? 

Dr. Stusss. Well, I would feel that we want first of all to make 
rather clear that we do not expect any Blue Shield plan as we now 
operate it to be suitable for this operation. 

Chairman Russety. You made that quite clear from your testi- 
mony. 

Dr. Srupps. But we do feel that it would be possible to work 
through the organized medical groups, and they might or might not 
suggest that Blue Shield work for them to help work out a fee schedule 
as was done in the case of the hometown care plan. 

The reason we introduced that comment was to try to illustrate a 
comparable type of program, although not one itself which would be 
exactly suited either. 

But to illustrate the point of negotiated fee schedules to which the 
profession would offer service without further charge. We feel that 
in this situation there are two big question marks that will be the basis 
on which the costs to the Government will be established. 

The first of these is the number of people who will be involved in it. 

The Defense Department and all of us have had to use guesses. We 
used their estimates as the basis for our estimates of the total cost, 
but there is— 

Senator SALTonsTaLu. That estimate is 2 million five; is that right? 

Dr. Srurnss. Would you like to answer that, Commander 
Slatinshek? 
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Commander Siatinsuexk. It is 1,300,000 dependents. 

Chairman Russexu. As I understood the testimony on yesterday, 
there was a total of 2 million five dependents but that 1; 300.000 
would probably be covered by the bill. 

Commander SiatinsHex. They represent the 40-percent group 
who we estimate do not now have access to our military medical 
facility. : 

Dr. Srusss. The first point I wanted to make was that we have a 
number there which is variable but there is at least this fact: if they 
move from one area into another within the somewhat narrow band 
of separation that has been estimated, that is at least a predictable 
total cost. But the thing that we must have additional to predict it 
and to control the morale value which is intended, as we understand 
it to be written into this legislation, is to be able to assure that the unit 
cost for each unit item of illness can be predicted with accuracy. 
And that we believe is the key to the whole situation here and that 
can be taken care of only by agreements with doctors and hospitals 
that are worked out on the local level. 

The thing that will be provided therefore is absolutely uniform 
benefits to the serviceman. These are spelled out very clearly in the 
bill, but very properly we believe the Secretary of Defense is given 
the authority to work out the means to provide those local benefits 
so that every serviceman’s dependents will get as nearly as possible 
what you want him to have in the way of medical care. 

Chairman Russxii. Do you think that if the Secretary of Defense 
were to undertake to use the facilities of the Blue Shield, that you could 
afford uniform care throughout the United States? 

Dr. Stusss. I believe that Blue Shield will have to be in this as an 
intermediary, and what we will have to do is to work through the 
American Medical Association and the local medical groups to work 
out the details of the schedules and then I believe that it can be done. 

The thing that we attempted originally, and I believe further state- 
ments from the American Medical Association representatives this 
morning will elaborate this point, was to find out how doctors feel 
about the problem of rendering care to dependents. 

Do they feel that this is a job that civilian doctors can undertake 
in a proper way to give the service that is required here, and we have 
gotten very encouraging answers from all parts of the United States. 

Chairman Russeiyt. Why should not they be encouraging? 

The se are just people. 

Dr. Srusss. That is correct, sir. 

C haisuean Russevt. They are American citizens just like anybody 
else. I do not see why the doctors could not treat them just as we 51 
as anybody else. 

Dr. Srusss. That certainly is a reasonable answer but the ones 
who ask the questions are also just people and sometimes our questions 
are not so worded as to bring out the right answers or even the ac- 
curate answers. 

Chairman Russge.u. The point I had in mind was that you said 
these 70 Blue Shield operations that you have at present are different, 
and this contract, while it would be uniform throughout the United 
States, would be different from all of them, and I just wondered how 
much confusion you apprehended you would have in trying to impress 
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upon the medical people of the Nation in the different areas the fact 
that there were two different kinds of contracts. 

Dr. Srusss. I do not believe we have any trouble at all i impressing 
with that fact. We have just come from our large annual meeting of 
these plans in Florida. 

Mr. Van Steenwyk and I both have arrived here within the last 12 
hours and we have had contacts with men from all over the country 
and it has been quite surprising to me how knowledgeable they are of 
this very real difference, and Blue Shield plans as such do not w ant and 
will see to it that there is no confusion between this plan and their 
own because this is a much broader plan, and the doctors will want to 
have it clearly understood that when they contract to give to all 
servicemen’s dependents in a given category services units a fee 
schedule without additional charge, that that does not mean they 
have given the same right to the entire population. 

This is a special group in the eyes of American medicine I believe. 

Chairman Russe.u. Looking to the future a bit, do you not think 
that the fact that this contract is more far-reac hing than the existing 
contracts and will be uniform throughout the United States will have 
a tendency to expand the services of the Blue Shield in the 70 areas 
where you now operate to bring them up to the level of this contract? 

Dr. Stupss. I believe that all of the expansions of servicemen 
benefits and all of the extensions of this principle of coverage, and if 
you will all of the extension of the idea that is associated with the 
employme nt itself of any sort is some right of self-service or that at 
least it should carry along with it some aid to the provision of health 
service, that all of these things will be helpful to the best elements of 
the movement in Blue Shield and Blue Cross and the insurance 
industry, everyone who is working toward the provision under our 
new, well, at least under our rapidly growing economy will be aided 
by a move of this kind. 

Chairman Russet. It just occurred to me that this plan might 
be considerably helpful in combating any governmental program that 
has been designated by the medical profession as socialized medicine. 

Dr. Stusss. I would feel that anything that the American people 
can do on a voluntary basis, and therefore anything that can be done 
by negotiation in civilian life with the Government to me is a wonder- 
ful thing, and I believe that the preservation of that is the main 
reason that all of us who are in this as volunteers, as I am appearing 
before you today, as a private practicing physician, that is most 
encouraging to us. 

Chairman RusseLtt. What has been the experience in the com- 
munities where Blue Shield operates? 

Has it increased the numbers of people who are able to avail them- 
selves of hospitalization and has it increased the income of the hes- 
pitals, of the doctors in those areas by eliminating cases that in other 
circumstances might be charity cases? 

Dr. Stusss. I believe that that might well be true. I can of course 
speak most from the experience we have locally, but I believe that 
that is what all of us have to do in giving examples. 

On our Board here in Washington is the health officer who has 
made the point repeatedly that as Blue Cross and Blue Shield in the 
District of Columbia Lave grown, ‘the percentage of indigent and 
charity patients and those who would otherwise have been borderline 
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and perhaps medically indigent even though not paupers are now 
able to take care of themselves in private hospitals. 

Often it is not so much a matter of complete incapacity to meet a 
medical bill as it is to have budgeted properly for it. This is a system 
of encouraged budgeting by which the money is put in a till and can 
be drawn out at need. 

Chairman Russeuu. That was one of the points that I had in mind. 

I rather imagined myself that it would have that effect. I frankly 
did not know that there were 33 million people who are now covered 
by the Blue Shield plan. If anyone asked me to guess the number, 
I would say 12 or 15 million, Dr. Stubbs. 

Dr. Stuspss. They change all the time. I debated whether to 
give the same testimony to you that I did to the House because this 
is a little bit later, but we decided that it might be confusing if we 
changed the figure although it is a little above that now. 

This does not include the plan in Canada either. I think the total 
is close to 36 million. 

Mr. Folsom used the figure 36 million in Florida last Sunday I 
believe and he was of course considering the Canadian plan as well. 

Chairman Russevu. You are familiar with the limitations appearing 
in section 103 (f) and (g) of the bill? 

Do you have one of these committee prints there before you? 

Dr. Stusss. Yes, sir. 

C hairman Russevu. If the committee in writing the bill for the 
Senate were to see fit to insert the same limitations and exclusions on 
the civilian care authorized under title II, do you think it would in 
anywise affect the ability of your organization to contract for civilian 
care? 

Dr. Srupss. Actually limitations would simplify that aspect of it. 
In many of the discussions that we had of these limitations there came 
up the question of definition, and it is very difficult to say what is 
an elective medical and surgical treatment. 

We may say the cognizant physician has the right to define, but it 
may be that military directives can be more accurately defined than 
they can be in civilian life. 

I believe that limitations would make it administratively difficult, 
but any limitation would make the development of agreement with 
those that give the service actually simpler. 

Administration would be rather severely put to it to provide very 
accurate definitions for these limits, and for that reason in all our figur- 
ing we did not include such limitations as this. 

Chairman Russe. It would at least make the limitations uniform 
if that were done, would it not? 

Dr. Stusss. It would as far as directive is concerned. There are 
some other differences of course between the two sides. We recog- 
nized early in this matter that the hospitalized illness and those things 
related to it is the big item. 

Maybe a tenth of the people will suffer from it, but another 50 per- 
cent of the costs will be included in it, and for that reason we felt that 
it was better to give a broad coverage in that area, and again for 
administrative reasons to leave out if we had to leave something out, 
the nonhospitalized matters. : 

We did feel that it was fair and proper and desirable to include those 
things outside of the hospital which are nedically related to the 
hospitalized illness. 
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A patient who is under diagnostic study and goes into a hospital 
and receives followup care in an office should have it covered outside 
we believe, because otherwise there is an incentive to keep him in the 
hospital perhaps unnecessarily. 

But the coverage of home and office care, for example, is the big 
problem to control in these matters, and since they are relatively 
minor costs, I believe all of us felt in studying this that it would be 
preferable to cover completely the hospitalized illness and have as 
few exclusions as possible there, and then leave this area of home and 
office care, which is to a greater extent available for coverage in the 
Government institutions. 

Chairman Russe.u. I am afraid that I sometimes get confused 
between Blue Shield and Blue Cross. 

Which is it that relates to hospitalization and which to medical care? 

Dr. Srusss. Blue Cross provides hospital care, and Blue Shield 
provides the services of doctors who take care of patients in the 
hospital or out of it. 

Chairman Russe.u. Does that plan embrace outpatient treatment? 

Dr. Srupss. I think all Blue Shield plans are moving in that 
direction, but have moved cautiously because it is more difficult to 
control the outpatient coverage. 

We do, however, cover it to some extent rather widely here in 
Washington, we cover outpatient surgery and a number of things 
that would otherwise possibly be unnecessarily hospitalized. 

Chairman Russexx. Based on the experience of the organizations 
in existence, have you been able to estimate any probably administra- 
tive costs of handling this program as contemplated by this bill? 

Dr. Stupss. For outpatient included do you mean? 

Chairman Russetv.. Within the limitations of the bill. 

Dr. Stvusss. Within the limits of the bill? 

Mr. Van Steenwyk will have the combined costs for both plans 
which we worked out together, because there is a considerable amount 
of overlapping. 

There are many of these services that are somewhat borderline 
services, and it was felt that we should include the whole program 
because it would be contracted for by the Government, at least the 
Budget Bureau would like to know the total cost, and we have worked 
together because that is the way we have managed our fiscal affairs 
so W idely. 

Chairman Russevu. Senator Saltonstall? 

Senator SaALronstaLL. Thank you, Mr. Chairman. 

Dr. Stubbs, listening to what your testimony was and to your 
answers to the questions of the chairman, it is my understanding that 
the Blue Shield is willing to make a contract or to make arrangements 
with the Government to undertake this work outside of the Defense 
force hospitals if the Government wants to make such a contract, i 
that right? 

Dr. Stusss. Blue Shield is willing to aid in making this contract, 
but the contract itself will be actually with the doctors of America. 

Senator SALTONSTALL. Yes. 

Dr. Srusss. But we will offer any aid that we can to the Govern- 
ment or to the organized or local groups of doctors to bring these two 
things together, and we believe that we can help in that way. 

Senator SALTONSTALL. You are not seeking it but you are willing 
to do it? 
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Dr. Stusss. Yes, sir. 

Senator SALTONSTALL. And you believe you are the best agency to 
do it? 

Dr. Stusss. We believe that we are the best agency to deal with 
all the doctors. 

Senator SALTONSTALL. Now if a dependent chooses to use the 
medical facilities of the Government, that is the Armed Forces hos- 
pitals or Armed Forces doctors, then the Blue Shield would not come 
into the situation at all, am I correct? 

Dr. Stusss. No, sir. 

Senator SALTONSTALL. I am correct—your answer to that question 
is ‘“Yes’’? 

Dr. Stusss. Yes, sir. 

Senator SALTONSTALL. Then you bring up the question in the para- 
graph on page 4, you believe that section 201 (c) should be modified 
to leave a free choice to a dependent whether to go into a private 
hospital or a State hospital or an Armed Forces hospital? 

That was brought up yeste rday and we discussed it quite at length. 
You realize of course that the Department of Defense feels differently 
than you do on that? 

Dr. Srunss. I perhaps am not entirely clear about all aspects of 
this. At the time that we appeared before the House on two occa- 
sions, this section was not included. 

It was added later for reasons which I am sure were judged good 
reasons. We merely bring it in here at this time because it has, we 
believe, these drawbacks as mentioned. 

It was not discussed in any way with any of us as to the wisdom of 
bringing this into it at the time. 

Senator SALTONSTALL. There is a good deal of feeling, is there not, 
among some of the privately endowed hospitals, private hospitals, and 
munic cipal hospitals that this clause or this arrangement of preferring 
the Armed Forces hospitals where they are available will work to the 
detriment of our private civilian hospitals? 

Dr. Srusss. I believe that there is a good bit of feeling of that sort. 

Senator SALTONSTALL. Have you any opinion about it? 

Dr. Stusss. I would be somewhat inclined to doubt whether it 
would make much difference. I think that it is natural for the uni- 
formed services to be fearful that a bill which would intend to provide 
a considerable amount of civilian care where there had been no care 
before, that this might not only do what the bill was intended but 
there could be a considerable amount of exodus from the uniformed 
service facilities. 

I believe on the other hand that those who have been arguing for 
years for civilian coverage of many of these dependents who themselves 
are civilians feel that if the Congress or if the Government decides to 
provide this coverage, they would hate to see the principle established 
that in the very act of providing it they nevertheless set up the 
mechanism to limit it. 

So taking a detached and judicial view as far as one in one particular 
segment of this situation can do so, I would have the belief that if we 
put it in, that it probably will not be much different from what it will 
be if we leave it out. 
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Senator SALToNSTALL. So that it is your opiniou probably as a 
practical matter it is wiser to leave it in than to take it out, to leave 
this 201 (c) in rather than to take it out? 

Dr. Srusss. We refer to one other problem that may be raised by 
it. Perhaps I could put it this way; that, if the feeling is very strong on 
both sides, almost the only way we can balance it is to leave it there. 

If the feeling is stronger on either side, perhaps you could shift a 
little that way if it really is not going to be so very meaningful. 

But we do have this to bear in mind; that the problem of making 
this thing work is going to be based basically upon the problem of 
getting the civilian physicians to join in and operate in it. If we do 
not do that and get them into it, we are right back where we started, 
with the uniformed service taking care of it anyway. 

So I think I would have to anwser that question to pass the buck a 
little. If the American Medical Association and if the groups of 
doctors can operate under this clause, Blue Shield again is the friendly 
intermediary and can certainly work under it. 

If the physicians of America feel that this is too much limitation, 
then Blue Shield is still just an agent and we cannot do very much 
about if 

Senator SaLronsTaLu. Looking at it from the point of view of the 
dependent of the serviceman who is going to get this medical assistance 
if this bill goes through, is it going to help that person or hurt him to 
have this clause in? 

That is a tough one. 

Dr. Srusss. I believe that it could, depending upon the adminis- 
trative operation, be harmful to that person to have it in, and that is 
what we refer to in saying we think that the intelligence service would 
be hampered. 

Senator SALTONSTALL. The what service? 

Dr. Srusss. The informational service to the dependents of service- 
men. If a serviceman is stationed in the Midwest and his wife is 
going to an obstetrician for prenatal care, and he comes into the 
District of Columbia and is referred to a private practicing physician 
of obstetrics, and he is told, when you go to Washington and see Dr. 
So-and-So and arrangements are made and she goes, and goes into a 
private hospital, and then they discover Washington is an area now 
on which this limitation has been written by the Secretary of Defense, 
with agreement of the Secretary of Health, Education, and Welfare, 
what happens to that patient? 

If through ignorance they disobey the regulation, they will be just 
as unhappy as if it had really been their own fault, or had not been. 

Senator Satronstauu. In other words, the husband is in the Middle 
West and the girl is here in Washington? 

Dr. Stusss. He may be transferred. 

Senator SALTONSTALL. | mean assuming that is true, she is a 
thousand miles away, and she gets the word from him to go in and 
see such and such a doctor, and your difficulty is that here in the 
District of Columbia where the girl is all by herself, she may make 
the wrong step and lose her dependent’s assistance; is that your 
position? 

Dr. Srusss. I would just wonder if we are not going to have to 
provide for many situations of that kind. 
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Now if she does not get her assistance, I feel that that will be 
damaging to the morale that this bill is intended to aid as well as 
the care of dependents. 

Senator SALronsTALu. So that it is your position that this section, 
while it may be advisable from a Government point of view, may be 
a difficult one to administer, or you will run into questions of making 
it impossible to have the patient get the fullest benefit of the act. 

Dr. Srusss. I would believe that if it is left in, if the Secretary 
would use it very cautiously. 

Senator SatronsTa.LL. So that you would not be really opposing 
it? You merely bring it up for advising the committee? 

Dr. Srusss. I feel it should be very carefully studied under the 
two angles that we have mentioned. 

Senator SatronstTaLu. Of course you realize, if my correspondence 
represents the feeling, that many of the hospitals are very fearful of 
this provision; are they not? 

Dr. Srusss. I believe that is correct. 

Senator SALTONSTALL. But that from the other point of view as 
we heard the testimony yesterday, the Department of Defense believes 
that the provision is necessary in order to get the fullest use of the 
medical facilities that the Defense Department now has; is that a 
correct statement? 

Dr. Srusss. I believe it is. 

Chairman Russetu. They also greatly emphasize the fact of the 
shrinking of the dollars. 

Senator SALTONSTALL. Yes. 

Now may I[ ask you just one more question with the courtesy of the 
chairman? 

Chairman Russe_ut. You may ask as many as you choose, Senator. 

Senator SALTONSTALL. On page 4, your fifth clause there headed 
“Cost to the Government”’ will include only actual agreed-upon fees 
and administrative expenses without charge for the reserve or risk 
factors. 


Could you elaborate on what you mean by “without charge for the 


reserve or risk factors’? 


Dr. Srusss. That is perhaps not too aptly worded. 

What we meant “without charge for a reserve or risk factor” because 
there would be none in this program. 

The Government furnishes the reserve and the Government in a 
sense has the risk. They will pay just for what they get. We have 
been accustomed to the term “cost plus” but the plus often refers to a 
profit factor. 

We would not expect to have a profit, a reserve, a risk, anything 
except the bare administrative costs of this if Blue Shield should 
operate it for the medical profession and the Government, and the 
Government would pay on a negotiated-fee schedule for the uniformed 
services throughout the entire picture for everyone who received 
that care. 

Senator SatronsTatu. I think the chairman covered this point 
but if I may reiterate for a moment, what will this amount to, if this 
bill becomes law, will be that the Blue Shield, if it becomes the 
intermediary factor, will have 2 forms of contract, won’t it, for 2 
forms of agreement? 
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It will have the Blue Shield agreement and then it will have this 
further agreement that would cover these dependent cases? 

Dr. Srusss. That would be a separate operation; yes, sir. 

Senator SALTONSTALL. So that you would have to work out this 
new contract and I think the chairman asked you this question: 
Won’t it ultimately lead to all your Blue Shield contracts leading 
into this new one that you will make for dependents? 

Dr. Srusss. Well, I do not know that they would lead into it, but 
it would undoubtedly have a tendency to broaden Blue Shield cover- 
age, which is a thing we want to eliminate. 

[ mean we want to broaden it, but do that properly and safely and 
under the agreement of all parties. 

Senator SatronstaLu. May I ask you just one more question. 
Perhaps it should not be addressed to you and perhaps it is also be- 
cause of my lack of understanding of some of these questions. 

Do the Blue Cross authorities feel the same way as you do about 
this question of the free choice of hospitals? 

Dr. Strusss. Perhaps I should leave the Blue Cross to answer that. 

Mr. Van Steenwyk is here, who is the Blue Cross representative 

Senator SALTONSTALL. Perhaps I have not asked the right person 
but I asked that deliberately of you because you took the Blue Shield 
point of view that while you might be entirely in favor of this provision 
in the law, you were not really opposing it. I wondered if the Blue 
Cross people felt the same way. Perhaps that is a proper question 
for Mr. Van Steenwyk. 

Mr. Van Steenwyk. That is quite all right; I will answer it. 

Senator SatronsTaLL. The chairman has whispered in my ear to 
let. Blue Shield testify first. 

I am through, Mr. Chairman. 

Chairman RussE.u. I want to just clear up one thing. 

You were talking about the fact that it would be your function to 
bring the patient into the office of a doctor that would be able to 
treat him. But, of course, you would also pay the doctor for any 
service he might perform. 

The Government would not send out a Government check, would it? 

Dr. Srusss. No, that is quite correct, sir. The operation, however 
it is set, if the American Medical Association should set up an office to 
clear this whole thing, they might be the clearinghouse, but that is 
where the operational costs or administrative expense W ‘ould go into 
the exact handling of these funds and the processing of claims and the 
keeping of the records so that they might be audited. 

Chairman Russevu. That is what I had supposed. 

Senator Stennis? 

Senator Srennis. Mr. Chairman, I just have two general questions 
on the operation of this plan. 

You say you have 70 Blue Shield plans, Doctor. 

Is that an area when you say a plan? That means for a unit area? 

Dr. Sruspss. Yes, sir. 

Many of these plans are statewide. 

Senator Stennis. Yes. 

Dr. Stusss. But some of them are only partially so. The plan 
here in the District of Columbia spreads over into the adjoining area 
of Maryland and Virginia, and we have agreements with the plans 
for the State of Virginia and the State of Maryland to cover these areas. 
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Senator Stennis. They are geographical plans but they are not 
confined to State lines or any political division like that? 

Dr. Stupss. Not necessarily. They are set up both ways. 

Senator Stennis. What is the situation now within an area? Is 
this Blue Shield plan open to everyone? 

Don’t you have to have some screening process? 

You cannot take in everyone that might apply, can you? 

Dr. Srusss. We take them in on two bases, as a group which gives 
them a group rate, that is a preferential one, or we take them in as 
individuals at an individual rate which is slightly higher. 

Senator Stennis. Those rates are not secret, | am sure. 

Dr. Srusss. No, sir. 

Senator Stennis. What is the maximum and minimum? 

I want a little better idea of your plans. 

Is it by the month? 

Dr. Srusss. By the month. I will display my ignorance as a 
practicing physician and say Mr. Van Steenwyk, who is a plan op- 
erator, can answer that more accurately than I can. 

Senator STENNIs. Just estimate it. I want an idea how much it is 
per month. 

Mr. VAN Steenwyk. Oh, for a family including medical and surgi- 
cal coverage it would be $3.25 or $3.50. 

Senator STENNIs. For a month? 

Mr. VAN Steenwyk. For a month. 

Senator STENNIS. Now, that covers the medical fields. 

Mr. VAN Steenwyk. Medical and surgical. 

Senator Stennis. Medical and surgical fields. 

Within and without the hospital? 

Mr. Van Srreenwyk. It covers them within the hospital, but it 
includes generally surgical procedures out of the hospital, but it would 
not include home and office visits, for instance. 

Senator Stennis. It would not include home and office? 

Mr. Van Sreenwyk. No; unless there was surgery performed. 

Senator Stennis. Are you talking about Blue Cross now or Blue 
Shield? 

Mr. VAN Strenwyk. I am talking about Blue Shield. 

Senator Stennis. And Blue Cross covers the hospital fees itself? 

About what rate does that run? 

Mr. VAN Sreenwyk. A little bit more, Senator. We are talking 
generally now. 

Senator Stennis. I am surprised at how low it is. 

I am impressed with your plan. 

Mr. Van Sreenwyk. Our rate in Philadelphia is $1.95 for the 
Blue Cross for a family per month, and that gives them 70 days of 
coverage, not per vear. 

It is 70 days of coverage and then the moment the subscriber has 
left the hospital and not been readmitted for 90 days, he has another 
bagful of 70 davs again, and that is 70 days for each member of the 
family and not for the whole family. 

Dr. Srupss. Here in Washington the cost for both plans combined 
and with the service benefit for the entire family for those under 
$5,500 is $6.90 a month. 

Senator Stennis. That is wonderful. ‘That is all, Mr. Chairman. 
Thank you, sir. 
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Chairman Russe.y. Senator Saltonstall has advised me that he is 
compelled to absent himself from the committee for a moment and I 
will therefore let him address that question now to Mr. Van Steenwyk 


Senator SALTONSTALL. Doctor, would you be willing to answer that 
question? 


| would appreciate it. 

Mr. VAN SteENWyYK. We face exactly the same situation, Senator, 
as the Blue Shield. After all, the Blue Cross is nothing except the 
willingness of its member hospitals to contract to deliver the services 
to the Blue Cross subscribers at an agreed upon rate. 

Now if the hospitals are substantially opposed to the idea of no 
choice to the individual in a military area, we have a difficult problem 
arranging the contracts with the hospitals. 

We I think & lace ourselves in this position, that we want to be of 
service to the Government, and we want to help in every way that we 
can. 

Our principals are the doctors in the hospitals of the country, and 
we do not think that that argument is an appropriate one to get into, 
because we do not manage hospitals, we only contract with hospitals. 

So we tip our hat to the problem. 

Senator SALTONSTALL. Assume this bill goes through as it is written 
with this contentious clause, if that is the right word, in it. 

No good hospital in Philadelphia or Augusta, Ga., or Boston, Mass., 
is going to refuse to take these people in. 

Mr. VAN STEENWYK. No, but 

Senator SALTONSTALL. But what they are afraid of is that it is 
going to make it more difficult for them to continue to be good hos- 
pitals if a bill like this goes through and takes so many more people 
into military hospitals; am I not correct? 

Mr. Van Sreenwyk. That is right, and we just do not think that is 
an appropriate argument for us to get into. 

Senator SaALronsTaLu. In other words, both of you gentlemen take 
the point of view that you are agents? 

Mr. Van Steenwyk. That is correct. 

Senator SatronstaLt. And you are not operators, and therefore as 


agents you are going to be mighty cautious how you get into the con- 
tentions between the two principals? 


Mr. Van Steenwyk. That is correct, precisely. 

Senator SALTONSTALL. You are going to sell your service if you can 
but you are not going to get into a row? 

Mr. Van Sreenwyk. Prec isely. 

Senator SatronsTaLy. That leaves it a little difficult for us in the 
committee, that is the only trouble. 

Dr. Srusss. You have more backing than we do, Senator. 

Chairman Russe.t. I think the committee will get ample evidence 
on both sides of that question at the conclusion of today’s hearings. 

Senator SatronstaLy. Thank you, Mr. Chairman. 

Chairman Russe. Allright, Mr. Van Steenwyk, you may proceed. 
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STATEMENT OF E. A. VAN STEENWYK, CHAIRMAN, GOVERNMENT 
RELATIONS COMMITTEE, BLUE CROSS COMMISSION 


Mr. VAN Sreenwyk. My name is E. A. Van Steenwyk, and I 
represent the government relations committee of the Blue Cross Com- 
mission. I am executive vice president of the Associated Hospital 
Service of Philadelphia and the Hospital Service Plan of the Lehigh 
Valley 

The Blue Cross plans in the United States are a part of the funda- 
mental health resources of our country. They are in effect partner- 
ships of hospitals and people under which sick subscribers require 
without additional cost to them. 

Blue Cross negotiates contracts with the hospitals which establish 
the rates of payment for the hospital services provided to subscribers 
on an inclusive basis. 

It is the ability of Blue Cross to provide services which have been 
contracted for with most local hospitals in the United States that we 
believe will be of special service to the Federal Government in meeting 
the needs of the dependents of servicemen. 

Dependents of servicemen, when hospitalized in military facilities, 
are accustomed to receiving the service they need, not dollars toward 
their bills which might be inadequate to meet the charges. 

The 86 Blue Cross plans, which I represent, are local nonprofit 
corporations. In most States they were organized under special 
enabling legislation. 

Generally their operation is supervised by the State department of 
insurance. The plans are not insurance companies. They are 
service corporations providing hospital care to subscribers on a 
low-cost basis. 

The hospitals back their local or statewide Blue Cross plans with 
their assets so that each subscriber has a contract which is guaranteed 
by member hospitals. 

Currently more than 51 million Americans are enrolled in Blue 
Cross and the plans will pay American hospitals approximately $1 
billion for hospital care of subscribers during 1956. 

[ am afraid I was less modest than Dr. Stubbs because when I 
testified in the House we had 50 million and I reported 50 million, 
but I now report 51 million, Mr. Chairman. 

Each Blue Cross plan to be eligible to display the Blue Cross 
emblem must meet standards which protect the name of Blue Cross 
everywhere. This program of standards is administered by the 
American Hospital Association and require 

That the Plan offer service benefits to its subscribers, not 
indemnities against hospital expense; 

(2) That the member hospitals of the plan back the service benefits 
promised to subscribers with contracts which demonstrate the 
nn ee responsibility ; 

) That the members of the board of directors serve without pay; 

(4) That employees of the plan be paid on a salaried basis, not 
commission ; 

(5) That the plan provide for adequate representation on its board 
of directors for hospitals, doctors, and the general public; 
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(6) That subscribers be given free choice of doctors and hospitals; 

7) That the finances of Blue Cross be kept separate from that of 
any hospital; 

(8) That the plan report statistical and financial data on the same 
forms and in accordance with definitions used by all other Blue 
Cross plans to demonstrate its financial conditions. 

The nonprofit character and tax-exempt status of Blue Cross has 
enabled the plans to keep their operating expenses at a minimum. 
Most plans now operate at from 5 to 8 percent of income, the Nation’s 
average for 1955 being about 6 percent. 

This includes expenses of every kind: selling, administration, settle- 
ment of hospital bills, the entire operation. 

Ninety-four cents out of every dollar collected from subscribers is 
therefore available to pay hospital bills. 

In recent years from 89 to 92 cents out of each dollar has been paid 
for current hospital care of subscribers. 

The difference between the amounts currently paid for hospital care 
plus operating expense and the income from subscribers is set aside 
as reserves for contingencies. Reserves of all plans as of June 30, 
1955, amounted to $250 million, and would now be about $275 million. 

While the plans cooperate in matter of general interest, each is a 
local enterprise. Each is governe «1 by its own nonpaid local board of 
directors. Blue Cross benefits usually include ancillary services, such 
as eae operating room X-rays, drugs, dressings as well as bed 
and board and nursing service. Some of these services, if not pro- 
vided for by Blue Cross are provided by local Blue Shield plans, com- 
panion nonprofit plans for medical and surgical care. 

In addition to providing hospital care to its own subscribers locally, 
some Blue Cross plans also act as ‘‘managing plans” in the matter of 
coordinating the enrollment of the employees of national employers. 

For example: The Bethlehem Steel Corp. employees and their de- 
pendents wherever located all receive the same high level of Blue Cross 
benefits through a contract administered by the Lehigh Valley Blue 
Cross Plan. 

| might add, Mr. Chairman, in response to your question as to 
uniformity, that in that particular enterprise all Blue Shield plans 
throughout the country also cooperate to provide uniform benefits to 
these employees. 

Chairman Russeiu. That is where they have contracts with a cor- 
poration that has farflung activities in many areas of the country? 

Mr. Van Steenwyk. That is right. 

Chairman Russe.u. So that is a good standard we can use in de- 
termining whether this plan would cause confusion over the whole 
country? 

Mr. Van Sreenwyk. That is right. 

Employees and dependents of the United States Steel Corp. and 
many other steel companies are similarly served through the Pitts- 
burgh Blue Cross plan. The Michigan Blue Cross plan acts in a 
similar capacity for enrollment of Gene eral Motors, Ford Co. and Chry- 
sler Co. employees and dependents. 

Chairman Russeiu. Not to cast any light on this bill but to satisfy 
my curiosity, do these companies pay usually all the cost of the plan? 

Mr. Van Sreenwyk. No, they do not pay all. I would say it de- 
pends a great deal upon negotiations with their labor unions, but these 
larger corporations generally pay half and sometimes somewhat more. 





irae 


fe 


Siac cores Ranieri 


VA 


DEPENDENT MEDICAL CARE SO 


In the Bethlehem Steel arrangement, for instance, this is a one-half 
paid by employer and one-half paid by employee on a cents per hour 
basis into a social insurance fund operated by the Bethlehem Steel 
Corp. 

Chairman Russet. And that fund pays for the services of the 
Blue Cross? 

Mr. Van Streenwyk. That is correct. The boys offer services 
well, life-insurance benefits and pension plans. 

Under some of these arrangements a uniform monthly rate for each 
covered employee is established without regard to number of depend- 
ents or the geographical variations in the cost of hospitalization, and 
the company pays the managing plan monthly for all employees 
wherever located. 

The managing plan then distributes the proper amounts in accord- 
ance with the number of employees and dependents and the cost of 
hospitalization locally to the participating Blue Cross plans. 

Chairman Russe.u. Do I understand from that, Mr. Van Steenwyk, 
that in the case, say, of General Motors, they have a large asse anply 
plant in, say, Atlanta, Ga., will pay on the basis of their Michiga 
plant contract to the Atlanta Blue Cross plan? 

Mr. Van Steenwyk. Mr. Chairman, it happens that the General 
Motors Corp., has adopted the policy of using local benefits with a 
floor you see. 

You can have higher benefits. You must have a floor of benefits. 

Chairman Russeiu. Do any of these companies 

Mr. Van Sreenwyk. I will take Bethlehem Steel because it happens 
that through the Lehigh Valley Plan we are the managing plan. 

The Bethlehem Steel Corp. pays us a uniform rate per employee 
regardless as to whether that employee is single, whether he has only 
a wife or whether he has a wife and children. And then that rate is 
distributed among the plans in accordance with their local rates for 
the benefits that Bethlehem Steel Corp. requires for its employees. 

Chairman Russe. In other words, an employee of the Bethlehem 
Steel in Bessemer, Ala., would get the benefit Romaee for the plan 
in that area rather than the plan i in the Lehigh Valley. 

Mr. Van Sreenwyk. No, in Bethlehem Steel he gets the uniform 
benefits. 

Chairman Russe.u. In other words, he would get the same benefits 
as a man employed in Pennsylvania? 

Mr. Van Steenwyk. That is right. But in Atlanta the plan rate 
might be different than the New York City rate for the same benefit. 

Nonetheless it comes out of the same fund. 

Chairman Russe._. What I was trying to get at, do these plans 
give uniform protection? 

Mr. Van Steenwyk. Everywhere. 

Chairman Russe... But there is a different rate of pay? 

Mr. Van Sterenwyk. It may be a different rate of pay. 

Chairman Rvashis. T see. 

Mr. Van Sreenwyk. The Blue Cross plans nationally also pro- 
vide (1) Reciprocity of enrollment so that a subscriber moving from 
an area served by one plan may be transferred to another promptly 
without the imposition of waiting periods or penalties of any kind. 

(2) Reciprocity of service benefits so that a subscriber needing 
care while away from home will obtain service benefits in a member 
hospital of the Blue Cross Plan where he is hospitalized. 
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Each of our plans, for instance, has a teletype which is going all the 
time, and our subscribers who are in Atlanta are being hospitalized 
as though they were members of the Atlanta Plan, getting the benefits 
that the Atlanta Plan negotiates with its hospitals. 

We assume responsibility and then we have a clearinghouse just 
like a bank that clears all these cases every month. 

Your people from Atlanta coming to Philadelphia get the same 
treatment. 

Some plans have cooperated with the Federal Government in mak- 
ing arrangements for furnishing hospital care to veterans through 
contracts with their member hospitals. All have agreed to do so if 
desired. Under such arrangement the Federal Government gets the 
advantage of the contract the plan negotiates with member hospitals 
and reimburses the plan for its administrative expense, an expense 
which is below what it might otherwise cost the Government for 
administering the same program. 

Blue Cross and their member hospitals have recognized that the 
basic problem of meeting hospital care costs is the fact that the cost 
of the hospitalized illness is large for the individual and unpredictable 
as to time or place or amount. 

That is why Blue Cross provides service contracts to its subscrib- 
ers—paying the hospitals direct instead of paying the subscriber an 
amount per day when hospital care is needed. 

A sick man needs care—not dollars. He may need hundreds of 
dollars of hospital service in the first 2 or 3 days of care. Without 
service contracts to assure him that he will have no more to pay, 
hundreds of thousands of sick people every month would not have 
the advantage of speedy recovery due to absence of worry over the 
cost of hospital care. 

Another reason why Blue Cross offers a service rather than an 
indemnity contract is because it more adequately adapts itself to 
the local cost of hospital care. 

Local costs of hospital care vary from $12 or $13 per day in some 
parts of the United States to as high as $30 or $35 per day in others. 
This is particularly important to dependents of servicemen who are 
apt to move frequently. 

Why is Blue Cross interested in helping to meet the hospital care 
need of servicemen’s dependents? One of our first reasons for being 
interested is the fact that many servicemen now continue their Blue 
Cross coverage for dependents when they enter the armed services. 

The plans generally provide for a lower rate for wives and children 
of men in service with the right of the serviceman to reinstate his 
coverage after separation from the service. 

It is an important part of Blue Cross coverage that the subscriber 
has a right to continue protection on a nongroup basis when he leaves 
his job. Thus, since men are continuously leaving their jobs to 
enter the armed services, thousands are continuing their Blue Cross 
for wives and children and will be reinstated as to their own protec- 
tion when they leave the service. 

The expansion and development of our voluntary hospital system 
is the second reason for our interest in this matter. 

More than 95 percent of all beds of the non-Federal Government 


general hospitals in the United States are under contract with local 
Blue Cross plans. 
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The plans now cover the Nation and the geographical distribution 
of Blue Cross member hospital beds closely parallels the distribution 
of the population. . Existing voluntary hospital facilities are there- 
fore now available in areas where military hospitals either do not 
or would exist have to be expanded if they were to serve the needs 
of all servicemen’s dependents. 

In broad public policy, therefore, Blue Cross and the hospitals 
alike are interested in the use of civilian hospitals to serve dependents 
of servicemen to the greatest extent possible. Health services are 
vital to all of our citizens—those in military service, their dependents, 
and all other civilians. Because of the rapid advance in medicine 
and administration hospital service also tends to be in short supply. 
We believe that it is a sounder public policy to expand and develop 
civilian facilities which might be used to meet military needs in time 
of emergency than to extend military facilities which could not at 
any time be appropriately used by civilians. 

We understand the desire of the Defense Department—that de- 
pendents be provided hospital care in time of illness wherever they 
are. We believe that the expansion of military facilities for the care 
and treatment of dependents would result in greater public expense 
than through using civilian hospitals for this purpose. 

Over and beyond the matter of current cost increase is a grave 
consideration of public policy. The civilian de “pe ndent of a serviceman 
today is the civilian dependent of an ex-serviceman who will himself 
be a civilian tomorrow. 

Development and strengthening of civilian hospitals would make 
them continually available for the dependents of those in military 
service—today and tomorrow as well as for civilians in general. 

This is the broad and basic objective of Blue Cross and the American 
Hospital Association—to help the voluntary hospital system grow and 
develop by caring for all civilians and to diminish as much as possible 
the establishment of duplicate military facilities for the care of 
dependents of servicemen. 

As I have indicated, Blue Cross—because of the individual plans’ 
contracts with hospitals—is uniquely able to provide benefits to serv- 
icemen’s dependents on a service basis. In addition to being able to 
administer such a program through its existing organization, certain 
savings would accrue to Government because of the contracts between 
Blue Cross and member hospitals. 

In general, Blue Cross plans pay hospitals on a cost basis, not on 
the basis of the hospital’s charges. 

Adoption of the policy of paying for the hospitalized illnesses of 
active servicemen’s dependents in civilian hospitals as contemplated 
up to 365 days, including inhospital surgery, inhospital medical care, 
and outpatient surgery, maternity and infant care, including pre- 
and post-natal care of the mother, and infant immunization would we 
believe meet the needs of the Defense Department and be in accord- 
ance with the aims of Congress. 

Services now available in military facilities would continue to be 
made available with nominal deterrents against the abuse of such 
services. 

In summary, Blue Cross stands ready to assist the Federal Govern- 
ment by making its contracts for service with its member hospitals 
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available to serve dependents of servicemen on a uniform and co- 
ordinated basis. 

Under such a program, all Blue Cross plans, as they receiv ed reports 
from their member hospitals of the admission of servicemen’s depend- 
ents would promptly assume responsibility for payment of the bills, 
would pay the hospitals in accordance with their regular contracts 
for the care rendered to the dependents, and bill its coordinating office 
which would in turn be paid by Government and remit to the local 
pli in. 

No risk factor need be included in estimates of cost, because insur- 
ance is not involved, neither would a factor for reserves be necessary. 
We estimate that the entire administrative cost to Government of 
handling the hospital bills of the servicemen’s dependents would on 
this basis not exceed 5 percent. 

If analysis later determined that the cost to Blue Cross for doing 
this work is less than 5 percent an appropriate reduction would be 
made in the succeeding year. 

We believe that the Blue Shield plans could operate in the same way 
in the handling of medical and surgical bills of dependents of service- 
men and that the coordinating office of the Blue Shield plans could be 
the same as that used by Blue Cross. 

This is now done regularly for innumerable large national employers. 
Estimated cost data which follow were worked out jointly by actuaries 
and statisticians of Blue Cross and Blue Shield. 

There follows then 3 pages, the first an estimate of cost and the 
second a more detailed outline of the benefits upon which the cost 
estimates were based which I should like to submit for the record, 
but its reading I am afraid would be rather meaningless. 

Thank you very much, Mr. Chairman and members of the com- 
mittee. 

Chairman Russe.u. Thank you very much, Mr. Van Steenwyk. 

I appreciate the assistance of both of you gentlemen in this matter. 

(The documents referred to above are as follows:) 
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Estimated first-year annual cost (including administrative expense) for hospital 
medical surgical care of dependents of active, retired, and deceased servicemen nad 
for retired servicemen 
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OUTLINE OF BENEFITS FOR DEPENDENTS OF MEMBERS OF THE UNIFORMED 
SERVICES 


Care for Nonoccupational Illness or Injury in Civilian Hospital Facilities and by 
Civilian Personnel 


HOSPITAL CARE 


Hospitalization in semiprivate accommodations for up to 365 days for each 
admission, including all necessary services and supplies furnished by the hospital 
during inpatient confinement; care in the outpatient department of the hospital 
in connection with emergency treatment required as a result of and rendered 
within 24 hours following accidental bodily injury or in connection with a surgical 
operation. 

The term “‘hospital’’ means only an institution which meets fully every one of 
the following tests, namely, (a) it is primarily engaged in providing, for compensa- 
tion from its patients and on an inpatient basis, diagnostic and therapeutic 
facilities for the surgical and medical diagnosis, treatment, and care of injured 
and sick persons by or under the supervision of a staff of physicians who are duly 
licensed to practice medicine, and (b) it continuously provides 24-hour-a-day 
nursing service by registered graduate nurses, and (c) it is not, other than in- 
cidentally, a place for rest, a place for the aged, a place for drug addicts, a place 
for alcoholics, a place for the treatment of nervous or mental disorders, a place 
for the treatment of pulmonary tuberculosis, or a nursing home. 


PROFESSIONAL MEDICAL CARE 
Surgical care 


The term “‘surgical care’? means the treatment of fractures and dislocations, 
endoscopies, and operations that involve cutting or incision and/or suturing 
necessary for the treatment of any disease or illness, and shall include preoperative 

: care rendered by the surgeon within 30 days prior to hospital care as an inpatient 
or as an outpatient, and postoperative care for 30 days following discharge from 
the hospital as an inpatient or as an outpatient. 
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Ubdstetru al care 

The term ‘‘obstetrical care” means the treatment of any condition arising out 
of and during pregnancy, including prenatal care during the period of gestation 
and postnatal care rendered within 90 days following termination of the preg- 
nancy. 
Related medical services 

The term “related medical services’? means diagnostic and therapeutic services, 
clinical laboratory examinations, administration of anesthetics, radioisotopes, 
electrocardiograms, electroencephalograms, basal metabolism examinations, and 
physical therapy. 
General medical care 

The term ‘‘general medical care’? means any service rendered by a physician 
duly licensed to practice medicine, which service is not hereinbefore defined. 
Exc lusions 

Benefits shall not include blood or blood plasma, private duty nurses and their 
board, prosthetic devices, hearing aids, orthopedic footwear, and spectacles; or 
charges for private room in excess of the hospital’s most prevalent semiprivate 
room charg Benefits shall not be provided for service-connected disabilities 
nor for nervous or mental disorders after a clear diagnosis as such. 

DEDUCTIBLE 


Payment shall be made by the patient of the first $25 of covered expenses 
incidental to each admission to a civilian hospital. 

Chairman Russetut. You heard the question that I asked Dr. 
Stubbs about the advisability of inserting the limitations and exclu- 
sions on the civilian care authorized by title Il that are found in 
section 203 (f) and (g). 

Do you think that would have any adverse effect on the ability 
of your organization to contract for civilian care? 

Mr. Van Steenwyk. No; I have the same general response in this 
respect as Dr. Stubbs. 

| think it would simplify some of our problems rather than confuse 
them. 

Chairman Russe.tu. I was interested to hear in your statement 
that more than 95 percent of all beds in non-Federal Government 
hospitals in the United States are under contract with local Blue Cross 
plan. 

That does not indicate, or does it indicate, that the Defense Depart- 
ment could not get adequate beds without your cooperation? 

Mr. Van Sreenwyk. Oh, no, indeed not. I did not mean it that 
way, certainly. All 1 meant to say was that we have already arranged 
contracts with these hospitals. 

These hospitals are not under exclusive contract to us. 

Chairman Russe.u. Of course, they have a number of other patients 
now that do not have the Blue Cross plan? 

Mr. Van Sreenwyk. Oh, indeed. All I meant to express by that 
was the degree of our organization among the hospitals. 

Chairman RussEeuu. Senator Stennis? 

Senator Srennis. Let me refer you to page 7, please of your state- 
ment there, Mr. Van Steenwyk; the last paragraph that ends on page 
7 has this sentence: 

In general, Blue Cross plans pay hospitals on a cost basis, not on a basis of the 
hospital’s charges. 

What does that mean—that the hospital does. not provide these 
clients of yours all of this just at cost to them? 
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Mr. Van StEENWYK. Yes, it does. The hospital generally provides 
the service to us. I think, Senator, that one of the questions which 
either you or the chairman raised, [ am not sure—may be it was 
Senator Saltonstall—with respect to the effect of Blue Cross and Blue 
Shield on general economy of the hospitals and doctors has to be borne 
in mind here, because one of the things that we do is to prov ide con- 
tinuous coverage for those who leave their jobs. 

Now, we know that people leave their jobs who are very often also 
ill. We continue coverage without reference to whether the person 
is sick, and we continue coverage after he gets to be 65 and retires, 

Now, for those three benefits which the hospitals obtain, because 
that means that among those people there will be many who would 
come to the hospital requiring free or part-pay care, the hospital has 
said to the Blue Cross, “Very well, we will provide our services to you 
at a cost basis.” 

And so most plans operate that way. 

There is another reason for that, and that is this: The Blue Cross 
plans are a kind of cooperative in which all the hospitals are partici- 
pating in a community, and there is no uniformity as to the charge 
which a hospital makes for the service which it renders. 

You may, for instance, go to 10 hospitals which are in a 2-mile 
radius and get 10 different charges for each of the items that are 
provided in the hospital, and it would not be fair for its own agency, 
the Blue Cross, to pay to each hospital in accordance with its own 
billing, and so more objective standards of payment have to be 
established which are fair to all the hospitals. 

Chairman Russg.u. Right. 

Senator Srennis. Well, now, I am very much impressed—this is 
the first time I have had a chance to get into the real operation of 
your plan—I am very much impressed with it. 

Getting down to cases, suppose in this military construction bill 
now we have a request for a military hospital and we make inquiry 
and find that in this community your services are available and 
adequate local hospitals are available. 

That would put the issue right up to us, then, as to what we were 
going to recommend to the full committee, whether we recommend 
the building of this military hospital assuming that a large part of it 
is for dependents, or open up the chance of them going into your 
plan or the Government going into your plan; is that right? 

Mr. Van Sreenwyk. That is right. 

May I say a word on that? 

Senator Stennis. Yes, anything you want to say on that we will 
appreciate. 

Mr. Van Steenwyk. I have been working for Blue Cross now about 
24 years. 

I started in St. Paul, Minn., originally, and for 24 years the hospitals 
of the country have ‘become more concerned each year about the 
extension of hospital service for veterans. 

This is not to say that they have been opposed to veterans getting 
care, but it is a question as to how best the rest of the community 
ought to get its care. 

There is a limited number of hospital services that can be made 
available, there is a limited number of nurses, and I think that the 
whole question has hinged not so much upon the desire o1 the veterans’ 
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organizations to get something for the veterans or the desire of the 
military hospitals for expansion as the satisfaction of a recognized need. 

Now here were more and more civilians going into the service, 
eoing out to become civilians with more and more implied if not real 
rights for veteran care being built up. The time will come when the 
civilian hospitals may not be able to get the nurses, may not be able 
to do the kind of job that the civilian hospitals really ought to be 
undertaking. 

This device, it seems to me, for the first time makes it possible to 
say to the veteran while he is in service of course he is being cared for 
by the military hospital, his dependents will be cared for in civilian 
hospitals, but more than that, the moment that the serviceman leaves 
the service and goes to his hometown, the Blue Cross plan and the 
Blue Shield plan will pick up his coverage and make him e ligible t to be 
enrolled there, so that many of these arguments that have been going 
on for the last 24 years as to the extent of penetration by the military 
hospital in the care of veterans will probably diminish if this kind of a 
program is undertaken. 

Senator SaALronsTaLL. Repeat that last sentence again, please? 

Mr. Van Sreenwyk. Will diminish. I say that if this kind of a 
program were adopted by the Government so that the serviceman 
while in service gets his care in a military hospital, the dependents 
cet their care in a civilian hospital, the moment he leaves military 
service he can be transmitted then or transferred to his local Blue 
Cross and his local Blue Shield plan. 

The availability of coverage is no longer a problem, and much of 
the argument that has been going on as between civilian hospitals on 
account of the penetration of what they feel Government is getting 
into what is really civilian needs will diminish. 

Senator SALTONSTALL. Mr. Chairman, am I interrupting? 

Senator Stennis. I will be glad to yield. 

Senator SaLronstaLy. How does that affect the veterans’ hospitals? 

Mr. VAN Steenwyk. Well, the veterans hospitals have continu- 
ously made services available on the when-available basis to the 
veterans, and we think as we see among our own subscribers, we have 
millions or at least hundreds of thousands of veterans who are our 
subscribers who might be seeking service in the veterans hospitals on 
a when-available basis, who are instead getting their care through 
civilian hospitals under Blue Cross. 

[ am speaking now of non-service-connected disability of course. 

Senator Stennis. That is all. Thank you. 

Chairman Russe.u. I was interested in your statement that the 
Government now had some contracts with Blue Cross for the treat- 
ment of veterans. 

Mr. VAN Steenwyk. Yes. 

Chairman Russe.y. To what extent is that? 

Mr. VAN Steenwyk. It is not general, Mr. Chairman, but either 
there are 11 or 12 States in which such programs are in effect. The 
most commonly referred to is the Michigan program. 

Chairman Russe... I imagine the cost to the Government on that 
is a good deal higher than it would be in this program per capita, be- 
cause the Government’s s primary obligation is only to treat the veterans 
for service-connected injuries or disabilities, so the man that you are 
getting under that contract has some degree of disability to start with. 
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Mr. Van Steenwyk. That is right. 

Chairman RussgEuu. It increases your obligation. 

Do you have any idea about what the costs are per capita for that 
veteran treatment? 

Mr. Van Sreenwyk. I don’t know, Mr. Chairman. That mate- 
rial can be obtained. 

Chairman Russe.u. It opens up many interesting speculations on 
problems that confront us here with respect to veterans hospitalization 
and things of that kind, and as you state, the apparent conflict be- 
tween the private hospitals also and the State and local operated 
hospitals and those that the Federal Government is constructing for 
the veterans. 

That has been a tremendous program and continues to grow. 

We have demands on us now for additional hospitals. It seems to 
me we might solve some of that by working it out through something 
like this program. 

Mr. Van Steenwyk. All I was trying to say was that we think that 
the problem for the veteran who has been dealt with on a kindly basis 
by the Government during his period of service who does not have 
much money and who faces illness, either his own or that of his 
dependent, is an understandable problem. 

The man does not have any money. The Government has pre- 
viously taken care of him. It is a very short transition to his assump- 
tion that the Government should now take care of him as well. But 
if this kind of a program were undertaken so that he was assured that 
the moment he left service he could be enrolled in his local Blue Cross- 
Blue Shield, he and his family, he could maintain that coverage con- 
tinuously, much of that problem would diminish because he could 
budget for it on a regular basis. 

Chairman RussgEuu. I want to refer to just one category that you 
used here on the bottom of page 7 of your testimony. You referred to 
outpatient surgery. I thought I understood yesterday, Captain 
Martineau, that this plan did not embrace any outpatient treatment 
of any kind? 

Captain Martineau. Mr. Chairman, the plan that was explained to 
the committee, which was merely a typical plan to indicate the general 
nature of the cost, did not include this outpatient surgery. 

| believe that I indicated that the Blue Cross had before the House 
Armed Services Committee submitted other plans that had included 
as alternates outpatient surgery with an additional cost. 

Chairman Russeuti. Where do you find the authority for that under 
the provisions of the bill, under the limitations and definitions in the 
bill? 

Captain Martineau. I think under the general authority given to 
the Secretary of Defense in section 201—A, that would be possible. 

Chairman RusseLti. That would have to be under the general 
authority that was left more or less discretionary with the Department 
of Defense. 

Captain Martineau. Yes, sir, and again that would depend upon 
the availability of funds. 

Chairman Russe... It is not spelled out in the minimum that you 
have in the bill? 

Captain MarTINEAU. No, sir. 
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Chairman Russe.u. But your plans do afford this outpatient sur- 
gery benefit to its subscribers? 


Mr. Van Sreenwyk. Generally, and our estimates of costs are 
included, that is the point. 

Mr. Chairman, Dr. Stubbs has referred me to the hearings in the 
House which Mr. Ketchum, representing the Michigan Blue Cross, 
made a comment on page 5700 relating to the extent of service provided 
to the veterans through the Blue Cross-Blue Shield in Michigan, and 
I leave that with you as a reference. 

Would you want me to read it? 

Chairman Russeuu. Yes, sir, if it is not too lengthy I would 
appreciate your reading it into the record. 

Mr. Van Sreenwyk. This is from the House: 

Underlying agreements were obtained with more than 80 percent of the doctors 
of medicine in Michigan. Since 1946, 785,846 authorized services have been 
rendered under this program for which there has been paid almost $10 million in 
preagreed fees at an administrative expense of less than 7 percent. 

Chairman Russevu. That is the veterans’ program itself? 

Mr. VAN STeEENWYK. Yes. 

Chairman Russe.ui. Not their dependents? 

Mr. VAN STEENWYK. This is the veterans’ program. That does 
not give the answer to your question which I thought it did. 

Chairman RusseE.v. It casts some light on it. Of course it would 
be interesting if we had the other figures. 

It would give us some indication of what it would cost to have 
rendered all of those numerous services through a veterans hospital as 
compared with that figure. 

Senator SALTONSTALL. May I ask, Mr. Chairman, just one question. 

Has the data on page 10 of Dr. Van Steenwyk’s statement been dis- 
cussed? 

Senator Stennis. It was put in the record without being detailed. 

Senator SauTronsTaLu. May I ask one question, Dr. Van Steenwyk, 
on that. 

Do I understand those figures to mean that a hospital, a private 
hospital, will get more compensation for taking care of dependents 
under this act, dependents of servicemen, than it will for the ordinary 
Blue Cross civilian that comes into it? 

Mr. VAN Steenwyk. It would get the same. 

Senator SALTONSTALL. What do you mean then by saying at the 
top figures “benefits are fully defined on attached sheets for surgical 
care including pre- and post-operative care,” as | understand it under 
this act, would be 105,700,000, and then assuming 50 percent use of 
civilian facilities other than by active servic emen, 79,800. 

What is the distinction between those figures? 

Mr. Van Steenwyk. The distinction, Senator Saltonstall, is to be 
found in this column just ahead of it, that is the percent of care in 
civilian hospitals. 

These are two assumptions. The first assumption, the A, B, C, D, 
this block of figures here, that first assumption is that 40 percent of 
the dependent spouses and children of active servicemen in the 
United States will use civilian hospitals, but that 100 percent of the 
spouses and children of retired and deceased servicemen, 100 percent 
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of = parents of active and retired servicemen, and 100 percent of 
retired servicemen would all use civilian hospitals. 

if you ask me why we mad e that assumption, | can’t sav more than 
be 
And then after valleing with the Department of Defense repre- 
seniaiives, they said that the assumpiion that all of B, C, and D 
would be cared for in civilian hospitals was a wrong assumption, and 
that we should at least indicate what the cost would be if 50 percent 
of those persons used civilian hospitals rather than if 100 percent of 
them did. 

That is the reason. 

Senator SALTONSTALL. I see. So those are the two 
Under those two different assumptions is what 
civilian hospitals? 

Mr. VAN Sreenwyk. That is correct. 

Senator SALToNsTALL. Thank you, Mr. Chairman 

Senator Stennis. Mr. Chairman, I have one further question. 

Referring again i. page 10, you have items A, B,C, and D. With 
reference to item C there, parents of active and retired servicemen, 
100 percent, that i one of the categories. 

Does the Government furnish medical care and hospital care to 
the parents of men in service or retired servicemen? 

Mr. VAN STeenwyk. | think that was the definition in the original 
bill. I am not sure. 

Senator Srennis. That is just for my information 

Mr. Chairman, | want to raise a question here of the ane nt cost 
of hospital care for these dependents, the present cost to the Govern- 
ment of the hospital care of these dependents as compared with what 
would be the cost if the Government used this Blue Cross plan. 

It has already been presented to the committee here as to what 
the charges were per month for Blue Cross and Blue Shield, and if it 
is not alread y in the proof I[ certainly think it ought to come in from 
the services as to what is the cost to the Government on a per capita 
basis as close as it can be figured of the present cost of hospital care 
and medical care for dependents. 

Perhaps it came in yesterday. 

Chairman Russet. I think Captain Martineau gave some figures 
on that. 

Captain Martrneau. We have an estimate, Mr. Chairman, that 
the present cost of dependent care as it is now furnished by the 
military facilities is estimated to be $97 million annually. 

That estimate includes everything except the capital costs. 

Senator Stennis. That is your operating cost? 

Captain Martineau. Yes; that is the operating cost. 

Senator STENNIs. But it does not include any capital investment? 

Captain Martineau. That is correct, sir. 

Senator Stennis. Would you prepare us a table on that for the 
record here? 

Captain Martineau. We would be glad to submit more details 
on that for the record. 

(The Department of Defense subsequently submitted the following 
memorandum :) 
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EstTiMATED Costs oF MepicaL CARE PROVIDED DEPENDENTS IN MILITARY 
Mepicau Factiitres, Fiscat Year 1955 


{n attempt to include costs of capital expenditures in estimating costs of 
dependent medical care does not appear feasible as the data on the actual cost of 
acquisition of land, construction, etec., for the majority of military hospitals are 
not available in such a manner as would permit the proration of these type of 
costs to the medical care progress. Most military hospitals in current use were 
built during or prior to World War II and no provisions were established at that 
time for incorpor: ating capital costs in the accounting systems in effect at that 


Though such cost data undoubtedly are available in one form or another, 

t segregation of such costs from other costs incident to the establishment of a 

complete military base when/the medical facility is but a part, presents an almost 
insurmountable task. 

The accounting systems currently in effect at military hospitals do not now 


provide nor never have for the amortization of such costs. In order to do so 

would entail a tremendous effort in (1) establishing the cost to be amortized 
e., cost at time of construction versus replacement cost or current value), (2) 
velopment of rates to be applied (i. e., permanent type facility versus temporary 

typ 

Furthermore, since the miltary hospitals were and are established primarily to 

provide for the medical care of military personnel a challenging problem presents 

itself in any attempt to arrive at a proper allocation of the cost of the hospital to 


the provision of medical care to dependents. 

senator STENNIs. [Lt seems that it could cover, too, the approximate 
capital investment just to get the whole picture 

Captain MarTiInEAvu. We will attempt that, sir. 

Senator Srennis. Thank you very much. 


Thank you, Mr. Chairman. 

Chairman Russevt. Mr. Van Steenwyk, | am intrigued with this 
idea of the Blue Cross being applied in some way to the increasing 
nu uber of veterans. ; 

We know as they get older the pressure is going to increase for thei 
Leal alization 

Has Blue Cross as a whole made any study that would enable them 
to submit any kind of proposition to the Government to handle the 
increasing load of veterans in the event of the expansion of veterans 
hospitals, | mean on a nationwide basis? 

Mir. Van Sreenwyk. | know. My reference to the matter of the 
veterans was a reference—my thought in reference to the veterans 
Was su ipl this: We think that this kind of an approach in which the 
serviceman who becomes a veteran has a recular ¥ a) which he ean 
from then on budget his hospital and medical care 

Chairman Russe. | understand that will deal with a part of the 
proble n 

Mr. VAN STEENWYK. Yes. 

Chairman Russevu. Of course particularly where he goes back 
employment with some of these larger corporations that are able to 
provide all of these benefits, it takes care of the 100 percent because 
he will avail himself of the Blue Cross program rather than taking 
the risk of finding something available in a veterans’ hospital. 

But though those people employ thousands of men they are a 
relatively small part of your total veteran category in this country? 

Mr. Van Sreenwyk. Let me make one more thing clear and that 
is this—— 

Chairman Russeii. And that of course comes in under a family 
plan too. The Government could not get into that. I was thinking 
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about a program that would apply to the veterans alone, of those that 
were not covered otherwise but to whom the Government had 
responsibility for it, the direct support for hospitalization. 

Mr. Van Sreenwyk. Let me clear this one question first. I did 
not mean that they could be transferred into their regular groups 
where they are employed. 1 meant that they as a nongroup person, 
as an individual they could continue to have a coverage that is offered 
at the local level. 

I do not know that Blue Cross as such could assist other than in 
the way that it has pledged its desire to already assist to develop 
arrangements under which hometown care could be provided to 
dependents on a cost basis, those that have been veterans for some 
time. 

Do you see what I mean? 

I am afraid I am not making myself clear. 

Chairman Russge.u. | think that we are talking about two different 


< 


things. I am not talking about the dependents, | am talking about 
the veterans. We had over 14 million people in service in World 
War II. They are getting older and they are increasing in political 
importance in this country. 

It won’t be long until about a third or half of the voters will be in 
the families of somebody, I expect it is almost that today, the families 
of those who have served in World War II. 

That is going to increase the pressure on the Government as time 
goes on for benefits to those people, and our political system being 
what it is, the Congress will respond in some degree to those pressures. 
I was thinking that perhaps it might be possible to work out some 
plan under the Blue Cross that would let us meet this increasing 
pressure through existing facilities, or private facilities, or local 
facilities that could be expanded, rather than to build perhaps 50, 
60, or 70 more large veterans’ hospitals. 

Mr. Van Streenwyk. I see what you mean. Yes; I think that 
that is a possibility which certainly should be given consideration 

Chairman Russe.yi. This committee has no direct jurisdiction in 
that field, but every Member of Congress is veteran conscious to a 
very marked degree. 

We all realize that this cost on the Government is going to increase 
tremendously with the passage of time. If we can reduce that cost 
through the utilization of some program such as the Blue Cross pro- 
gram and at the same time avoid this conflict between the Govern- 
ment building hospitals and the private people trying to run a hos- 
pital that is getting more and more acute every day, it would be a very 
welcome solution to a very serious problem. 

Mr. Van Srernwyk. All we are saying this morning, Mr. Chairman, 
is that 

Chairman Russe.u. Senator Saltonstall suggests to me it might be 
in some way connected with the program of the Government in assist- 
ing in the construction of local hospitals. 

Mr. Van Streenwyk. All we are saying this morning is that thought- 
ful consideration of the problem probably may relieve some subsequent 


Congresses of some of the problem, not the current one with respect to 
veterans. 
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Chairman Russe.ut. The Congress does not have any facilities for 
getting up a plan like this. I was trying to get you people who are 
familiar with it and have been living with it for years, to work on it. 

Mr. Van Sreenwyk. We would be very glad to, sir 

Chairman Russge_u. And make some suggestions. 

Mr. Van Steenwyk. We will be very glad to. 

Chairman Russe.u. Are there any further questions? 

I thank both of you gentlemen for your very great assistance to the 
committee. 

Senator Srennis. Yes; it has been very valuable testimony, Mr. 
Chairman. 

Chairman Russeiu. The next witness is Mr. Steven D. Williams, 
Jr., who represents the American Life Convention and the Life 
Insurance Association of America. 

Mr. Wiriurams. Mr. Chairman, if you please I have Mr. James 
Andrews, who is director of the American Life Convention and the 
Life Insurance Association, accompanying me. 

Chairman Russeiui. We are glad to have Mr. Andrews with us. 
You may proceed, Mr. Williams. 


STATEMENT OF STEVEN D. WILLIAMS, SECOND VICE PRESIDENT 
OF THE CONNECTICUT GENERAL LIFE INSURANCE CO. OF 
HARTFORD, CONN.; ACCOMPANIED BY JAMES ANDREWS, 
DIRECTOR, AMERICAN LIFE CONVENTION AND LIFE INSURANCE 
ASSOCIATION OF AMERICA 


Mr. WiuuraMs. I am Steven D. Williams, second vice president of 
the Connecticut General Life Insurance Co. of Hartford, Conn. I 
am appearing before you today on behalf of the ena an Life Con- 
vention and the Life Insurance Association of America, two organiza- 
tions whose combined membership of 253 life-insurance companies 
write approximately 85 percent of the group accident and health 
insurance in the United States. 

The premiums for this business in 1955 were in excess of $1 billion. 
A substantial portion of this premium arose from the sale of policies 
designed to insure the expenses of hospital, surgical, and medical care. 
The associations work together through joint committees, and my 
presentation today represents the point of view of both organizations 
which have had the subject of insurance benefits for servicemen’s 
dependents under consideration for several months. 

We welcome this opportunity to appear before you to discuss the 
subject of medical care for dependents of members of the uniformed 
services, particularly the provisions of H. R. 9429 recently passed by 
the House of Representatives. 

One objective of the proposed legislation is to achieve a measure of 
uniformity in the extent of medical care that is Government-provided 
to dependents of servicemen. To accomplish this objective, it is 
proposed that civilian facilities provide medical care for servicemen’s 
dependents who, largely because of distance or lack of facilities, are 
unable to obtain such care in Government facilities. We believe that 
an insurance program can be established which will effectively achieve 
this objective of paying for care in civilian facilities. 

In the following statement I shall give some cost estimates that 
have been developed by a number of our companies who have broad 
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experience with programs of this sort. Before doing so, however, | 
should express our belief that H. R. 9429 in its present form has certain 
advantages over prior bills introduced on this subject. First, the 
contribution to the premium on the part of the serviceman has been 
eliminated. We believe that this change will make the program more 
economical to operate and easier to install. It also achieves a maxi- 
mum degree of uniformity. It has been estimated that medical 
care in Government facilities is not now provided to 40 percent of the 
dependents of military personnel. Perhaps as to half of these, this is 
so because of distance from the facility. 

The composition of this group is constantly changing. To us, 
elimination of the serviceman’s contribution means that insurance 
benefits will be automatically available under circumstances where 
dependents are, in the first instance, using Government facilities, 
but at a later date find it necessary or desirable to use civilian facilities. 

Secondly, H. R. 9429 provides a separate statement of the medical 
care to be provided in civilian facilities. This has seemed to us to be 
highly desirable. When medical care is provided in Government 
facilities, a high degree of uniformity of practice can be maintained. 

For instance, in specifying care to be provided in Government 
facilities, title I draws a distinction between acute and chronic ill- 
nesses, including the former but excluding the latter. This distine- 
tion can probably be maintained by the medical personnel of the 
uniformed services. 

However, when civilian medical facilities are used, some distinction 
not requiring the exercise of individual medical judgment is necessary 
to obtain uniform results. 

A period of 365 days of hospital care has been specified under 
title II with the thought that it will include practically all acute cases. 
[t will, of course also include the first 365 days of a chronic illness, but 
we believe the use of this time limit will simplify administration and 
achieve desired uniformity. 

Regardless of the general scope of the benefits to be provided, it 
is necessary for an insurer to know the precise details of benefits 
before it can enter into a definitive contract. A definition of benefits 
could be handled in this legislation either by carefully detailing the 
benefits in the bill or, alternately, by generally describing them and 
granting authority to the Department of Defense to determine the 
details. H. R. 9429 outlines benefits in broad terms and we believe 
that these terms are workable. 

To meet the minimum requirements of section 201 (a) of H. R. 
9429, we suggest a plan providing the following benefits for wives 
and children of men in the active service: 

Reimbursement for hospital charges for bed and board in semi- 
private accommodations up to 365 days of confinement for each 
disability plus hospital charges for other necessary services and 
supplies during such confinement; the first $25 of hospital charges 
during each period of disability to be paid for by the patient. 

Reimbursement for surgeon’s fees for surgery performed either 
in or out of hospital. 

. Reimbursement for charges for inhospital physician’s calls. 

‘ Reimbursement for charges either from physicians or hospitals 
for maternity costs including necessary prenatal and postnatal care. 
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5. Reimbursement for preoperative and postoperative charges 
incurred within 30 days of the date of any surgery. Such charges to 
include those made by a physician other than the surgeon perform- 
ye the operation and costs of X-ray or laboratory procedures as well 

(pre- and post-operative care by the surgeon, as distinct from the 
general practitioner in general charge of the case, would be included 
under item 2 above). 

The plan would limit reimbursement for physicians’ and surgeons’ 
charges and for costs of X-ray and laboratory procedures to those 
set out in the Veterans’ Administration Catalog V. 

The plan we suggest would also contain certain other limitations 
and exclusions, many of which are standard in group-insurance 
policies. 

Specifications of the plan in greater detail are attached to this 
statement in appendix A. Illustrations showing how the benefits 
would apply in typical claim situations are also shown in appendix B. 

Chairman Russeiu. Mr. Williams, is there any substantial differ- 
ence between what you outline there and what the bill does? 

Mr. Wriuuiams. Senator, for instance the bill does not provide, I 
believe, for surgery performed out of the hospital. There is no sub- 
stantial difference, no. 

Chairman Russeuu. It just occurred to me you had pretty well 
boiled down what the bill does. 

Mr. Wixuiams. In some very minor areas I think we are a little 
more limited in the benefits we have suggested than those that may 
have been provided by the bill. 

Senator SALTONSTALL. Mr. Chairman, might I ask one question 
to clarify my own mind? 

Chairman Russetit. Do you object to being interrupted, Mr. 
Williams? 

Mr. Wiiurams. Not in the least. 

Chairman Russeuu. Senator Saltonstall? 

Senator SatronsraLy. Mr. Williams. do I understand that the 
purpose of your testimony, or the substance of your testimony, is to 
say that the Government should get this group of insurance com- 
panies which you represent and pay them a fee and have them take 
over the administration of all this care? Is that my understanding? 

Mr. WituraMs. Essentially yes. 

May I clarify it just a moment. We think that the msurers who 
are members of our two associations are capable of being helpful to 
the Government in the administration of this proposed program. 

We think that we can perform a good job, a job that perhaps cannot 
be performed as well by the Government. 

Chairman Russetu. There is nothing in the bill that would prevent 
the Secretary of Defense from entering into a contract with you to 
perform this service if he thought it was desirable? 

Mr. WituraMs. None that we see. 

Chairman Russe... It is left to him to enter into a contract in the 
best interests of the Government to handle this matter. 

Senator SALTONSTALL. So that in a way then, Mr. Williams, you are 
appearing not in opposition to the testimony of the two previous 
gentlemen but to supplement. 

In other words, as the chairman has so well brought out, the Secre- 
tary of Defense can make contracts to carry out this service with the 
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Blue Shield, with the Blue Cross, either one or both, or with the insur- 
ance companies which would take care of this work, and perhaps 
employ the Blue Shield and the Blue Cross, but would undertake the 
responsibility themselves as to how to administer it; is that correct? 

Mr. WriuuraMs. [ am afraid you have lost me a little bit at the end. 

Chairman Russeiu. Let me say I did not understand that Mr. 
Williams was submitting any specific program of insurance here. 
He was discussing the terms of this bill on the theory that when, and 
if it was enacted, the group of companies that he represents would 
have an opportunity to canvass the whole situation with the Depart- 
ment of Defense and see if a plan could be worked out whereby you 
would be the contracting agency? 

Mr. Wixurams. That is so. 

Senator SALTONSTALL. If you are the contracting agents then the 
Blue Shield and the Blue Cross would not be the contracting agents 
or the intermediaries as they said unless you chose to make them your 
intermediaries with the hospitals? 

Mr. Wiuurams. If that is so I cannot quite conceive of the working 
out that way. 

Senator SatronsTaLt. Mr. Chairman, you know it is the privilege 
of a Senator or a Congressman sitting at the end of this table to ask 
embarrassing questions, untactful questions, undiplomatic questions, 
but in an effort to get the facts. 

I do believe that was not a diplomatic question. 

Chairman RusseLt. You may proceed, Mr. Williams, with your 
statement. 

Mr. Wixurams. The provisions of title I of H. R. 9429 covering 
medical services in military hospitals, extend to groups other than 
wives and children of active servicemen; the other groups being parents 
and parents-in-law of servicemen on active duty, widows and children 
of men who died on active duty, and retired servicemen and their 
dependents. 

We recognize that once there is achieved under title I a measure 
of uniformity as between the different types of dependents who use 
Government medical facilities, it may be the desire of the Congress 
to provide similar uniformity with respect to the groups of dependents 
who will obtain medical care through civilian medical facilities. 

We are also conscious of the fact that the House of Re _presentatives 
felt that the first group to be provided for were the wives and children 
of men in active service. 

Other dependent groups were to be considered subject to the 
availability of funds. We have consequently set up cost estimates 
for our suggested plan following these different classes of beneficiaries 
as follows: 


Estimated first-year costs of suggested plan providing basic insurance benefits meeting 
the requirements of Sec. 201(a) of H. R. 9429 





From To— 
Mandatory: For wives and children of active servicemen--..-.__._~-- : $50, 000, 000 | $55, 000, 000 
Optional: 
For parents and parents-in-law of active servicemen .--- ‘ 9,000,000 | 10,000, 000 
For widows and children of servicemen who died on active duty . 4, 800, 000 5, 300, 000 
For retired servicernen, their wives and children _--_- Gowen 18, 000,000 | 20, 000,000 
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Our cost estimate for the minimum care which must, under H. R. 
9429, be provided to the wives and children of active servicemen,’ is 
well within the $76 million which has been identified as the budget 
limitation for this year. 

If, however, all of the optional groups are included for which the 
Secretary of Defense authorized to provide coverage, the cost would 
then exceed that figure. If budget limitations are to be met and if 
our cost estimates are valid it would appear that either some modifica- 
tion is required or that only 1 or 2 of the optional groups can be in- 
cluded. 

To illustrate the effect of one variation, if the deductible amount 
in our suggested plan were increased to $50, the cost is somewhat re- 
duced and our estimates on this basis are as follows 


Estimated first-year costs of a modified plan for groups other than wives and children 
of active servicemen 





From— | To— 
For parents and parents in law of active servicemen en i $8, 500,000 | $9, 500, 000 
For widows and children of servicemen who died on active duty_-_-_- : } 4, 500, 000 5, 000, 000 


For retired servicemen, their wives and children- sisi ..--| 17,000,000 | 19,000,000 


Census data on which these cost estimates were based is set out for 
your consideration in appendix C attached. 

Under the minimum program considered thus far, most benefits 
are related to a period of hospital confinement. 

This, we think, is consistent with the concept of those who drafted 
the present bill. 

Although illness requiring hospitalization frequently involves a 
serious financial problem for the person concerned, there are other 
serious medical conditions that may or may not require hospital care. 

These can involve substantial costs for clinical treatment, for home 
or office calls by general practitioners, for medical spec ‘ialists who are 
saiasaiid d by general practitioners, for charges by special nurses, 
or for expensive drugs or other therapeutic treatment. 

Many of such costs are not covered under the minimum coverage 
provided in the House bill. With respect to wives and children of 
active servicemen, who appear to be of primary concern, some protec- 
tion against such excess costs would seem to be desirable. This 
protection could be provided through major medical expense insurance. 

Generally speaking, major medical expense insurance takes up 
where hospital, surgical, and regular medical expense insurance leaves 
off. It goes beyond these older types of health insurance in protecting 
against “unusually heavy, or catastrophic, medical and hospital bills. 

And it also protects against almost all other types of expense arising 
directly from the disability whether in or out of a hospital— including 
such items as special-duty nursing expenses and charges for drugs and 
medicines. Not being confined to a limited area of medical costs, 
such as hospitalization or surgery, the new coverage is sufficiently 
broad to accommodate changes i in medical practice as time goes on. 
A program of insurance for dependents of service personnel that is 
conceived with this idea in mind is also likely to keep pace with any 
changes in care provided in Government facilities. 
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This comprehensive coverage is available, subject to two types of 
cost control. First, a deductible provision is utilized not oniy to 
eliminate the small claims themselves, but also the disproportionate 
administrative expense associated with them. Under this provision, 
the patient himself pays the expenses until they reach the amount of 
the deductible that has been specified, whether it is $25, $50, or $100. 
This principle has already been applied in H. R. 9429 for hospital costs 

Secondly, a coinsurance clause provides that after the deductible 
amount has been assumed by the individual, the insurer pays 85 
percent or 80 percent of the balance of the bill up to a stated maxi- 
mum limit. The insured person pays the remaining percentage, 
thus being the “‘coinsurer”’ to that extent. 

The purpose of the coinsurance clause is to assure so far as is prac- 
tical that the insured person exercises his basic responsibility to seek 
only such medical services as are necessary. In consequence, benefit 
payments are less likely to be used for services of a nee -luxury nature. 

Although there are many possible variations, a desirable plan of 
— mentary benefits might have these Seadinhied: 

A deductible of $100, so that the first $100 of additional expense 
over a basic benefits would be paid for by the person insured. 

2. 25 percent coinsurance, so that after the deductible, additional 
costs would be shared, with the plan paying 75 percent and the in- 
sured paying the remaining 25 percent. 

3. A maximum payment of $10,000 for each illness or accident. 

Detailed specifications of such a plan are set out in appendix D 
attached. 

We estimate first-year costs of such a plan for the wives and children 
of active service personnel at between $5 million and $7 million in 
addition to the costs of the basic benefits set forth above. 

In conclusion, we offer our full cooperation in the effort being made 
to establish this important program. 

The coverage envisioned is not only extensive in amount but is 
being provided for a highly mobile group of persons in all parts of 
the country. 

It appears that sound, effective administration is best obtained only 
if the administrator offers extensive facilities and experience. Among 
our group customers are a number whose employee and dependent 
groups compare in size and geographic dispersion with the group being 
now considered by this bill. 

Experience gained in the administration of plans for such groups 
can be utilized by the Government to obtaim not only effective 
administration but the uniformity it seeks as well. 

Lf this bill becomes law an administering company chosen from our 
member companies would seem to offer important qualifications. 
If further than this, underwriting participation is obtained with 
other companies an even broader background would be available. 

Mr. Chairman, I do not intend to burden you with a reading of 
these appendixes. 

If you will I would like to suggest that they be incluc‘ed in the 
record at this point. 

Chairman Russe... Very well. You mean your plan of basic 
benefits for dependents of the uniformed services, appendix A, 
appendix B, illustrations showing application of plan suggested and 
appendix C being the figures and the estimates of the numbers of 
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people involved, and appendix D, supplementary benefits that you 
have just discussed. 

The material will appear in the hearings at this point. 

(The documents above referred to are as follows:) 


APPENDIX A 


Pian or Basic BENEFITS FOR DEPENDENTS OF THE UNIFORMED SERVICES 


Plan Suggested To Meet the Minimum Requirements of Section 201 (a) of H. R 
9429 (also Called ‘‘Basic Benefits’’) 


Subject to the exclusions noted below, the plan would provide reimbursement 
for: ; 

1. Hospital charges for bed and board in semiprivate accommodations up to 
365 days of confinement for each disability (whether or not resulting from preg- 
nancy ') plus hospital charges for other necessary services and supplies during 
such confinement but not to exceed 365 days; the first $25 of total hospital charges 
during each period of disability to be paid for by the patient. 

2. Surgeon’s and obstetrician’s fees for surgery or delivery ! performed either 
in or out of hospital up to the maximum amounts shown in the Veterans’ Admin- 
istration catalog V effective September 1, 1954. 

3. Charges for physician’s calls in the hospital (including medical specialists) 
up to the maximum amounts shown in the Veterans’ Administration catalog V 
effective September 1, 1954. 

1. Physician’s (all types) charges for out-of-hospital pre- and postoperative care 
incurred within 30 days before and after the date on which any surgery is per- 
formed and physician’s charges for prenatal and postnatal care up to the amounts 
shown in the Veterans’ Administration catalog V effective September 1, 1954. 
Reimbursement for postnatal care shall be limited to charges incurred within 91 
days from the date of delivery. 

5. Charges for X-ray and laboratory procedures other than those occurring 
during confinement incurred within 30 days before or after the date on which any 
surgery is performed and procedures in connection with pregnancy ! incurred 
during the prenatal period or within 91 days following delivery up to the arnounts 
shown in the Veterans’ Administration catalog V effective September 1, 1954. 


EXCLUSIONS 


1. Domiciliary care (nursing homes, convalescent homes) 
2. Nervous and mental disorders (after diagnosis as such) 
3. Cosmetic surgery. 
Prosthetie devices, hearing aids, orthopedic footwear and spectacles. 
Ambulance service except in acute emergency. f 
6. Dental care except for charges for dental surgery when patient is confined to 
a | ospital. 
7. Routine physical examinations. 
8. Occupational therapy. 
9. Services of private-duty nurses in or out of the hospital. 
10. Drugs not consumed in the hospital. 
11. Such conditions resulting from the employment of the dependent as may be 
covered under workmen’s compensation and similar laws. 
12. Services received in a facility owned or operated by the United States Gov- 
ernment for which the individual is not required to make payment. j 
13. Services received for injury or sickness due to war (declared or undeclared) 3 
or any act of war. 


SUGGESTED DEFINITION OF A HOSPITAL 


ae 


The term “hospital’’ means only an institution which meets fully every one of 
the following tests, namely, (a) it is primarily engaged in providing—for compen- 
sation from its patients and on an inpatient basis—diagnostic and therapeutic 
facilities for the surgical and medical diagnosis, treatment, and care of injured and 
sick persons by or under the supervision of a staff of physicians who are duly 
licensed to practice, and (b) it continuously provides 24 hour a day nursing service 





1 Pregnancy benefits are payable immediately without a waiting period. There is no payment for deliv- 
eries occurring after leaving service. 


Seeds Mie ley, AR 
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by registered graduate nurses, and (c) it is not, other th i 
rest, a place for the aged, a place for drug addicts, a place fe 


Ing home 


APPENDIX 1 


ILL 


STRATIONS SHOWING THI 


APPENDIX A TO 


APPLIK TION O} 
TypicaL CLAIM 


CHE 
SITt 


EXAMPLE | Diagnosis: Cancer of bladder (wif 


Services 


Hospital 
Room and.board: Semiprivate room, 31 days, 
Miscellaneous hospital services 
Operating room 
Anesthesia 
Diagnostic labor 
X-rays 
Blood transfusions (3) 
Drugs 
Dressings 
Special nursing 
Anesthesiologist (2 
Surgeon. 
General practitioner 
31 hospital visits, at $4 
20 visits (office) within 30 days after surgery, at $8 
10 visits (office) more than,30 days after surgery, at $3 
lrugs after hospital discharge 


atory procedures 


hours 


Total 
Deductible 





amount to be paid by patient 


Proposed benefits 


EXAMPLE 2. Diagnosis Acute appe ndicilts (wife 


pervices 


Hospital: 
Room and beard: Semiprivate roon 
Miscellaneous hospital services 
Operating room 
Ambulance 
Anesthesia by nurse 
Drugs 
Laboratory tests 


& days, at $16 


Surgeon 

General practitioner 
1 night home visit within 30 days prior to surgery 
& hospital visits, at $4 
5 day home visits within 30 days after surger 


Total 
Deductible amount to be paid by patient 


Proposed benefits 





PLAN SUGGESTED IN 
ATIONS 


operative 





. ropose 
Verges benefits 

ShRY. 00 $589. 00 
50. 00 §D). 00 
15. 00 15. 00 
00. O00 oO. 00 
95. 00 35. 00 
90. 00 90. 00 
75. OH 75. 00 
45.00 45.00 

750. 00 
my O00 
LOU. OO LOO. OO 
24. 00 124. 00 
60. O01 60. 00 

nn) 

55. 00 
2 148.00 1, . 00 
25. 00 


1, 308. 00 


operative 


‘harges 


Propesed 
benefits 


$122. 00 
25. 00 25.00 
».0 *. 00 
10. 00 10. 00 
30. 00 30. 00 
15. 00 45.00 
00. OO 00. 00 
7.00 7.00 
$2. OO 32. 00 
2. 00 20.00 
17.00 417.00 
25. 00 


392. 00 
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EXAMPLE 3.—Diagnosis: Acute appendicitis with peritonitis (wife 


Services 


Hospital 





Charges 


Room and board: Semiprivate room, 19 days, at $17 $323. 00 
Miscellaneous hespital services 
Ambulance 25.00 
Operating roo ‘ 45.00 
Blood transfusion 25. 00 
Oxygen 110. 00 
Drugs 55. 00 
Dressings 35. 00 
X-rays 40. 00 
Anesthesiologist (2 hours 30. 00 
Surgeon 100. 00 
General practitioner 
1 night home visit within 30 days prior to surgery -- - - 7.00 
13 hospits1 visits, at $4 . 52. 00 
8 office visits within 30 days after surgery, at $3 24. 00 
Drugs after hospital confinement 18. 00 
Total 889. 00 
Deductible amount to be paid by patient__- 
Proposed benefits 
EXAMPLE 4.—Diagnosis: Fractured hip (wife), operative 
Services Charges 
Hospit al 
Room and board: Semiprivate room, 78 days, at $17___- $1, 326. 00 
Miscellaneous hospital services 
Ambulance —— 25. 00 
Operating room . nem 75. 00 
Recovery room 4 bat oiiedh o 15. 00 
Anesthesia i a J nb baseeita a a : 15. 00 
Laboratory . s is 25. 00 
X-ray : » o ; : : 150. 00 
Dressing 12. 0 
Drugs 178 Ft] 
Crutches ; 7.00 
Surgeon i = cas irebe ele aaedaen ie i . a 225. CO 
Anesthesiologist Stil = ; soe 45. 00 
General practitioner 
Night home visit within 30 days prior to surgery a 7.00 
25 hospital visits, at $4 ‘sc sesali elie iano Sead and 100. 00 
10 home visits after 30 days from date of surgery, at $4 = 40. 00 
20 office visits after 30 days from date of surgery, at $3___....._....__-_.-_- 60. 00 
Appliance (brace : abeee beeaeetenecen 45. 00 
1 X-ray within 30 days after surgery ZA 25. 00 
TOM sci eS : atu 2, 376. 00 


Deductible amount to be paid by patient 


Proposed benefits 


, operative 


Proposed 
benefits 


00 


00 
00 
00 
00 


©. 00 


00 
00 
00 
00 


00 
00 


.00 


. 00 


00 


00 


Proposed 
benefits 


25 


2, 231 
25. 


2, 206. 


00 
00 
00 
00 
OO 
OO 
50 


. 0 


OO 
00 
00 


00 
00 


00 


00 
00 


00 


sh 
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' 
; 


EXAMPLE 5.—Dhiagnosis: Extensive 2d and 3d degree burns on 12-year-old child, 
multiple skin grafts required, operative 


s ; b Proposed 
ei Charges . 
ervices harges benefits 


Hospital 
Room and board: Ward, 120 days at $10 


panes omni $1, 200. 00 $1, 200. 00 
Miscellaneous hespital services: 


Blood transfusions (6) : ‘ 180.00 | 180. 00 
Dressings P : a : ache 105. 00 105. 00 
Operating room (8 times ; : - 20. 00 200. 00 
Drugs and medicines 2 ; Sees Bee 160. 00 160. 00 
Laboratory tests : ss Z ; 114. 00 14. 00 
Anesthesia x , : ee 60. 00 60. 00 
Ambulance c oa ; Se 20. 00 20. 00 
Anesthesiologist (8 times) = ’ 160. 00 160. 00 
Surgeon (plastic) (8 skin-graft operations oa 600. 00 1 600. 00 
Special nurses: 
24-hour duty for 3 days_- ° 108. 00 : . 
8-hour duty for 7 days eee se " $4.00 j.... nies 
General ene: 
4 night calls (1 home within 30 days prior to surgery, 3 hospital), at $7 28. 00 28. 00 
110 hospital visits, at $4 ; 440. 00 440. 00 
14 office visits within 30 days after surgery, at $3..........__. . 2. 00 2. 00 
More than 30 days after surgery, at $3 need Sa oad 36. 00 E 
Drugs and medicines after hospital discharge oumauedeciwen 14. 00 
Ne c . . 3 1.00 3, 309. 00 
Deductible amount to be paid by patient eaten oe . 25. 00 
Proposed benefits ; ‘ ; 3, 284. 00 
Estimated 
IeXAMPLE 6. Diagnosis: Brain tumor (wife), ope rative 
a asin cael Proposed 
Service Charges | benefits 
Hospital: 
Room and board: | 
Private room 5 days, at $22 $110. 00 $90. 00 
Semiprivate room, 30 days, at $18 540. 00 | 540. 00 
Miscellaneous hospital services: 
X-ray 110. 00 110. 00 
Laboratory tests 190. 00 190. 00 
Drugs and medicines 230.00 | 230. 00 
Dressings.._. 67. 00 67. 00 
Anesthesia 40.00 | 40. 00 
Electrocardiogram 15.00 | 15. 00 
Operating room 130.00 | 130. 00 
Recovery room ._...-..-.- ‘ _ mie 7 10. 00 | 10. 00 
Radiologist (myleogram) 15. 00 5. 00 
A nesthesiologist _ .. icin anse li : 60.00 | 60. 00 
Neurological examination in hospital (2 hours) --- 20. 00 20. 00 
Surgeon... : we cata — ‘ . 200.00 | 200, 00 
General practitioner: 
16 office visits within 30 days prior to surgery, at 33 = 48. 00 48. 00 
32 hospital visits, at $4___.. , 128. 00 128. 00 
Drugs and medicines after hospital discharge--__-- ae 38.00 |. 
0 wi 1, 951. 00 1, 893. 00 
Deductible amount to be paid by patient ..__._-_- - J ‘ 25. 00 
Proposed benefits___- ai ‘ . . ; 1, 868. 00 


‘WeTithndun 


oe 
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EXAMPLE 7. 


Services 


Hospital 
Room and board 





Semiprivate room, 10 days, at $15 
Nursery care, 

Miscellaneous yspital services 
Operating roon 
Drugs 
Dressing 
Anesthesia by nurse 


Laboratory te t 
Obstetrician (caesare 


X-ray during prenatal period 


i 
Total 
Deductible amount to te paid by patient 
Proposed benefit 


EXAMPLE 8 Diagnosis: Leukemia 


Services 





mmsivsions (4 














neals for mothe 

Special nurses 

10 days, 3 shift 

10 days, 1 shift 
Specialists: 3 consultations in hospital (1 hour each 
General practitioner 

10 office visit it $3 

22 hospital vis it M4 





Drugs obtained outside hospital 


' 
otal 
Deductible amount to be paid by patient 


Proposed benefits 
EXAMPLE 9. 


Services 


ivate room, 30 days, at $14.50 


hospital services 











t while in hospital (with cystoscopy) 
or to hospital confinement, at $3 


nfinement 


ifter confinement, at $3 
hospitalization 
Deductible amount to be paid by patient 


Proposed benefits 


Diagnosis: Pregnancy, caesarean section (wife), operative 


Proposed 


benefits 


$150. 00 


$150. 00 


30. 00 30. 00 
40. 00 40. 00 
35. 00 35. 00 
20. 00 20. 00 
10. 00 10.00 
25. 00 25.00 
150. 00 150. 00 
20. 00 20. 00 
480. 00 480. 00 


25. 00 


455. 00 


child), nonoperative 





Propose 
benefits 


Charges 


$40. 00 $32.00 
320. 00 320.00 
214.00 214.00 
60.00 60. 00 
130. 00 130. 00 
12. 120. 00 
10. 00 19. 00 
420. 00 
149. 00 
45.09 45.00 
30. 00 
RS. 00 RR. 00 
90. 00 
1, 707. 00 1,019. 00 
25. 00 
9904 00 


Diagnosis: Nephritis (inflammation of the kidney) (wife), nonoperative 


Proposed 


Charges 
benefits 
$435. Of $435.00 
175. 50 175. 50 
75.00 75.00 
60. 00 60. 00 
25. 00 25. 00 
21.00 
7.00 
120. 00 120. 00 
2. 00 
30. 00 
20. 00 
YRS. 5D 890. 50 
25. 00 
- 855. 50 


ech ae 


Sie oaths 
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EXAMPLE 10 Diagnosis: Poliomyelitis (ch 


a nonoperacrve 
Sarviane Charges P posed 
[ t ts 
lospital 
Room and board 
Semiprivate room, 25 days, at $12 $300. OK $300. 00 
Ward, 98 days, at $9 k82. 00 R82. 00 
Miscellaneous hospit il services 
Ambulance 25. 00 25. Of 
Operating room 45. 00 15. 00 
Drugs 75. 00 75.00 
Physiotherapy 150. Of 150. 00 
Laboratory tests 60. 00 60. 00 
Leg and back braces 175.00 175. 00 
General practitioner 
5 home visists prior to hospital confinement, at $4 20. 00 é 
90 hospital visits, at 4 60. 00 360. 00 
25 home visits after hospital confinement, at $4 100. 0C 
Total 2.192. 00 2. 072. 00 
Deductible amount to be paid by patient 25. 00 
Proposed benefits KR icureednanet : s4 2, 047. 00 


EXAMPLE 11.—Diagnosis: Acute coronary thrombosis (wife), nonoperative 


. ic ™ 
Services Charges lee d 


Hospital: 
Room and board: 
Private room, 20 days, at $20 $400. 00 $300. 00 
Semiprivate room, 50 days, at $15__. 750. 00 750. 00 
Miscellaneous hospital services: 
Ambulance_. 15. 00 15. 00 
Drugs 45. 20 45. 20 
Laboratory - 80. 00 | 80. 00 
X-ray 20. 00 20. 00 
Electrocardiogram._._.__.- Se canhiicn 45.00 | 45.00 
Oxygen._. : . : 50.00 | 50.00 
Special nurses ae i 1, 700. 00 
Consulting cardiologist: 
Prior to hospital confinement 18.75 |} 
W hile in hospital : 18. 75 18. 75 
After hospital confinement. | 18. 75 
Electrocar< anor ams (6), all follow ing dischs arge from hospital _- | 60. 00 
Drugs: | 
Prior to hospital confinement - - ; 35. 00 
After hospital confinement. ._-... ; | 45.00 |. 
General practitioner: | 
20 office visits prior to hospital confinement, at $3 ; 60. 00 
1 home night visit before hospital confinement es ! 7.00 
55 hospital visits, at $4- ‘ } 220. 00 220. 00 
pr aap after hospits 41 confimenent, at $4_- | 40. 00 
5 office visits after hospital confinement, at $3 ‘i 45. 00 
Relavuetidtend4stunanewal Soi ining | 3, 673. 45 1, 543. 95 
Deductible amount to be paid by patient bik caitctibelnbicbee , 25. 00 
POPOENS DOE tamadsctcdacdsceccctwcicccves<sown- . Sh thin | 1, 518. 95 


APPENDIX C 


Census figures for dependents of members of the uniformed services in the continental 
United States 


[Including wives, children, parents and parents-in- ‘law of active servicemen; widows and children of de- 
ceased servicemen who died while on active duty; and retired servicemen and their wives and children] 











Total Wives Children 
(a) Dependents (except parents and parents-in-law) of active 
duty servicemen ___. a whe 853, 000 $10, OOF 443, 000 
(5) Parents and pare ee law of artive- luty servicemen 86, 000 . 
¢) Widows and children of deceased servicemen 146. 00% 46, 000 100, 000 
(d) Retired servicemen 000 nama 
Wives and children of retired servicemen 5 166, 000 17, 000 69, 000 





75960—56——8 
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These figures assume that 40 percent of the wives and dependent children of 
nen in active service are potential users of civilian facilities; that 80 percent of 
dependent parents and parents-in-law of active servicemen and widows and 
children of deceased servicemen are potential users of civilian facilities; and that 
50 percent of retired servicemen, their wives, and children are potential users 
of civilian facilities. (See H. R. 9429 for full definition of dependents.) 


\PPENDIx D 
Aprit 11, 1956. 


SUPPLEMENTARY BENEFITS FOR WIVES AND CHILDREN OF ACTIVE 
SERVICE PERSONNEL 


nedical expense insurance suggested to be superimposed on a 
plan of benefits for the wives and children of active-service 
nersonnel 
In addition to the benefits of the basic plan, this plan would provide reimburse- 
ent for: 

Seventy-five percent of additional necessary and reasonable medical expenses 
which exceed (a) the benefits of the basic plan, and (b) a deductible amount of 
$100. The $100 is separate from the $25 deductible now provided in title II for 
the basic hospital benefits. The expenses used in determining any hospital de- 
ictible of the basic plan may not be used over again in determining the $100 
eductible 


‘ 
; 
UG 


The maximum payment during any one period of disability (a period beginning 
with the day on which total disability commenced and continuing until the insured 
is f illy recovered) shall not exceed $10,000. 

No payment will be made for expenses incurred more than 2 years after the date 
mn which total disability co enced 


EXCLUSIONS 


1. Domiciliary care (nursing homes; convalescent homes). 
Nervous and mental disorders (after diagnosis as such). 
Cosmetic surgery. 
Prosthetic devices, hearing aids, orthopedic footwear, and spectacles. 

5. Ambulance service except in acute emergency. 

6. Dental care except for charges for dental surgery when patient is confined to 
+ hospital 

7. Routine physical examinations. 

8. Occupational therapy. 

FP 9. Such conditions resulting from the employment of the dependent as may be 
covered under workmen’s compensation and similar laws. 

10. Services received in a facility owned or operated by the United States 
Government for which the individual is not required to make payment. 

11. Services received for injury or sickness due to war (declared or undeclared) 
or any act of war. 

Chairman Russeiu. Mr. Williams, your suggestion deals with the 
bill and its desirability on an application of the insurance plan rather 
than purely a service plan to secure these services for these dependents? 

Mr. Wixurams. Yes, sir. 

Chairman Russeiu. 1 see you suggest that one administering 
company be chosen. I would have thought that your association 
would have rather pooled its resources and activities so deal with 
anything this comprehensive. 

Mr. Wiuuiams. As we bring to mind this program, Mr. Chairman, 
it seemed to us that there would be a definite advantage if some one 
company were to administer the program, that being the advantage 
of uniformity. 

It seems to us that it would be at least difficult and I guess it is too 
much to say that it would be impossible, but we think it would be 
difficult to achieve complete uniformity countrywide, which is what 
we think the Congress wants, if the administration of the program 
were broken down between several companies. 
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The participation of many companies can be obtained through 
what you might call a coinsurance mechanism which is what we had 
visualized. 

Chairman Russetut. That might be very important. We 
dealing here with something entirely new. 

We have estimates that have been made by the best qualified people 
that we know, but anyone who has studied this proposal must realize 
that it could be either smaller or much greater than what we estimate 
here. 

We have the best figures we can get, but there is broad room for 
complete error here, and the Government I imagine would be hesitant 
about dealing with one company unless that company was under- 
written by other companies. 

The original contract and the premium that the Government might 
pay on a program of this kind, if you had a margin of error there of as 
much as thirty or forty million dollars I should assume the Secretary 
of Defense would want some of the other companies to underwrite it. 

Mr. Wiuurams. That, as I say, was our ideal as we had visualized 
this program too. 

Chairman RussEtv. Senator Saltonstall? 

Senator SALTONSTALL. I was thinking of just the same question 
perhaps, Mr. Chairman, as you are. 

The Government as I understand it, Mr. Williams, does not insure. 
We have our retirement funds which we perhaps do not live up to 
entirely in every instance, we do not put enough money into it. This 
is not an insurance plan as such. ‘This is a “plan of administration 
by insurance companies of a duty that the Government wants to per- 
form; am I correct? 

Mr. Wiiu1aMs. I think that is very well put, Senator, yes. 

As we see it, any contract that is entered into might well be termed 
not a cost-plus contract; I think those are bad words. 

I would rather call it a cost-reimbursement-type contract which I 
think has a better connotation. 

Senator SALTONSTALL. It would be on a year-to-year basis or a 
term of years’ basis? 

Mr. Wiiu1ams. We would expect that it would be on a year-to-year 
basis; yes. 

Senator SatronstTaLL. Thank you, sir. 

Chairman RussE.u. Senator Stennis? 

Senator Stennis. I have no questions, thank you. 

Chairman Russetu. Just for information, Mr. Williams, do many 
of the companies who participate in your association write purely 
hospital, surgical, and medical insurance or, on the contrary, do most 
of them have all kinds of benefits in their policies including compen- 
sation for time a man is away from his work and things of that kind, 
death benefits? 

Mr. WituiaMs. Of course all of the members of our two associa- 
tions write life insurance, but the underwriting of hospital, surgical, 
and medical benefits, particularly on a group basis, has come to be 
an important part of the operations. 

We do write other types of benefits, all of us. 


Chairman Russe.y. Senator Case, do you have any questions for 
Mr. Williams? 


are 
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Senator Case. Mr. Chairman, I just noted that in the Moulton 
Commission report, they conclude that no insur: ince plan ts desirable. 

Does your statement address itself to that? 

Mr. WiiuraMs. Senator, I have studied the Moulton Commission 
report and the report of the Hoover Commission as well. It had 
seemed to me that even though the Moulton Commission stated that 
no insurance plan was desirable, that their intention was to say that 
no insurance plan involving a clear-cut risk element such as exists in 
most insurance would be desirable. 

Your chairman has just pointed out that these cost estimates could 
be very wide of the mark. They are based on assumptions thai are 
the best we have, but they could be very wide of the mark nevertheless, 
and I think the Moulton Commission recognized the inherent difficulty 
of underwriting any plan of this sort and including in the usual risk 
element. 

I think that was their idea. 

Senator Case. Mr. Chairman, I merely wish to note that the 
Moulton report says: 

The hospital and doctors’ bills would be presumably the same in each case, but 
the administrative costs would be far greater under an insurance plan than 
under a system where the Government simply pays the bills as rendered. 

I suppose that also follows the same philosophy that the Govern- 
ment has pursued in carrying its Own msurance so to speak on Gov- 
ernment buildings, and withi in the past few weeks the departments 
have adopted the principle in the operation of the lease-purchase 
plan for post offices in Federal buildings that the proposals are no 
longer to include the factor covering the insurance. 

They are doing that on the theory that the Government which has 
traditionally carried its own insurance, so to speak, on Federal build- 
ings might as well accept the risk on the lease-purchase buildings, so 
that those prospectuses now are coming up to us without any factor 
for the insurance cost, and I assume that the Moulton people here 
thought the same thing. 

Chairman Russexu. The bill as drafted, Senator Case, I do not 
think accepts the philosophy of direct insurance. It does leave the 
Secretary of Defense certain discretion in the matter and these gentle- 
men, of course, representing these insurance companies, have a right 
to come in and present their views as to the proper operation of the 
plan or assistance they might render. 

Of course there is a marked difference as I have stated. This would 
deal with dollars and the basic philosophy of the plan is to deal with 
medical services. 

Any further questions? 

Thank you, Mr. Williams. 

On the list of witnesses we have, the next witness that is scheduled 
to appear is the American Medical Association. 

We will be taking a recess in just a few minutes. 

I wondered if you gentlemen of the medical association would be 
willing to let Col. C. M. Boyer, who has a very brief statement, go 
ahead rather than interrupt your testimony after starting for a few 
minutes and coming back this afternoon. 

Senator Saltonstall will be back this afternoon. 
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Mr. Atuman. I do not think our statements will v long. 
Mine will take about 3 minutes and Dr. Crawford 10 to 15 minutes. 
[t is entirely up to you, sir. 

Chairman Russet. If you wish to go ahead now, of course, you 
are listed next and I will hear you. 

Dr. ALtman. We would prefer but it is entirely up to you, sir 

Chairman Russeiu. If you would prefer, go ahead. I think 
Senator Saltonstall wanted to be here when you testified but that is 
all right, go ahead. 

The American Medical Association is represented by Dr. D. B. 
Allman, trustee and chairman of the legislative committee, and 
Dr. Woodruff L. Crawford, member of the child maternal welfare 
committee, Council on Medical Services. 


DR. DAVID B. ALLMAN, CHAIRMAN OF THE COMMITTEE ON 
LEGISLATION OF THE AMERICAN MEDICAL ASSOCIATION 


Dr. Anuman. Mr. Chairman and members of the committee, I am 
Dr. David B. Allman, of Atlantic City, N. J., where I am engaged in 
the private practice of surgery. 

I am chairman of the committee on legislation and a member of the 
board of trustees of the American Medical Association, on whose 
behalf this statement is presented. 

Dr. Woodruff L. Crawford, the chairman of the committee on 
maternal and child care of our council on medical service, and Mr. 
Frank W. Barton, the secretary of the AMA council on national 
defense accompany me. 

With your permission, Mr. Chairman, I should like to discuss 
briefly the basic philosophy and position of the American Medical 
Association with respect to the provision of medical care for the 
dependents of military personnel. Dr. Crawford will then address 
himself to H. R. 9429, the pending bill. 

We are keenly aware of the efforts which have been made by mem- 
bers of this committee, by the Department of Defense, and by others, 
to solve the problem of providing medical] and hospital care for the 
dependents of our military personnel. I assure you that we are 
anxious to be of assistance in arriving at the best possib le solution. 

As you know on the basis of our previous testimony, the American 
Medical Association has taken no position on the question of whether 
it is the responsibility of the Government to provide medical care for 
the dependents of military personnel. 

In our opinion this is a question for Congress to decide. We 
strongly urge, however, that if such care is to be provided, increased 
emphasis be placed on the utilization of civilian facilities and the 
services of civilian physicians. 

Such a program, in our opinion, would reduce the requirements of 
the Armed Forces for physicians and obviate the necessity for any 
further extension of the “doctor draft law.” 

We are not alone in our desire to eliminate this discriminatory spe- 
cial draft law. Difficult and expensive to administer, both the Depart- 
ment of Defense and the Selective Service System would prefer to 
meet the medical manpower requirements of the Armed Forces. by 
other methods. 
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Its destructive effect on civilian medicine is not the least of its 
undesirable characteristics. The American Medical Association is 
convinced, after careful scrutiny of the problem, that it is first neces- 
sary to build and strengthen the career Medical Corps. 

We also believe that it is essential to appraise realistically the serv- 
ices rendered by uniformed medical officers and wherever possible and 
consistent with the mission of the Medical Corps, to utilize the serv- 
ices of civilian physicians. 

In connection with the first objective we favor the career incentive 
program for medical and dental officers embodied in H. R. 9428, also 
before your committee. 

We feel that such a program will assist greatly in attracting and 
retaining for the medical services of the Armed Forces an adequate 
number of career officers. 

The second phase of this program is closely allied to our policy on 
medical care for the dependents of servicemen. In formulating this 
policy we have been concerned with the constantly growing demands 
on the Military Establishment for dependent care. If not checked, 
this demand, coupled with the loss of career medical officers, may well 
threaten the ability of the Medical Corps to discharge its primary 
my ssion. 

The Department of Defense has indicated that there were approxi- 
mately 31 million outpatient treatments in the continental United 
States during the fiscal year of 1955. Of this number over 11 million, 
or 36 percent, involved milita?y depéndents” 

During the same period an average total of over 34,000 hospital 
beds were used in providing hospital care in military medical installa- 
tions, of which 6,423, or 19 percent, were occupied by dependents of 
military personnel. 

The number of deliveries in service hospitals in the United States 
have risen steadily from 42,000 annually in 1948 to 145,000 annually 
in 1953. Worldwide, there were over 200,000 deliveries in service 
hospitals in 1955. 

These figures are important because a high proportion of the depend- 
ent medical care, now provided directly by the Armed Forces is sup- 
plied in areas where civilian facilities are entirely adequate. Not 
only does care furnished under these circumstances place an unneces- 
sary strain on the Medical Corps, but it is detrimental to the medical 
care of the civilian population. 

The duplication of facilities and the resulting competition for the 
services of trained health specialists, other than physicians, has 
created a shortage of essential facilities and services in certain com- 
munity civilian hospitals. 

We feel that if the Congress sees fit to continue to provide or to 
expand medical care for the dependents of members of the Armed 
Forces, the services of civilian physicians and hospitals should be used 
wherever possible, to be paid for at prevailing rates, with provision for 
free choice of physicians 

In our opinion, this is a sound, fair, and workable position. It is 
one which has been tested and one which will benefit service personnel 
and their dependents. It will permit military physicians to concen- 
trate on their primary mission, and aid in the orderly development of 
community medical care for all of the people. 

We realize, as we are sure all members of the committee do, that 
under any system adopted, it will require some time to establish a 
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smoothly functioning program. To assure success, the most complete 
cooperation of all concerned will be required. On behalf of the medi- 
cal profession we pledge you our support. 

With your permission, Mr. Chairman, Dr. Crawford will now dis- 
cuss the pending bill in relation to our policy and recommendations, 
after which we will be glad to attempt to answer any questions. 

Chairman Russet... How long will it take you, Dr. Crawford? 

Dr. Crawrorp. I would think, Senator Russell, about 10 minutes. 

Chairman Russgetu. All right, you have about 15 

Dr. Crawrorp. I will try and read rapidly. 


DR. WOODRUFF L. CRAWFORD, CHAIRMAN, COMMITTEE ON MA- 
TERNAL AND CHILD CARE, COUNCIL ON MEDICAL SERVICE, 
AMERICAN MEDICAL ASSOCIATION 


Dr. Crawrorp. I am Dr. Woodruff L. Crawford, of Rockford, IIl., 
where I am a pediatrician engaged in the private practice of medicine. 
I am chairman of the committee on maternal and cae 1 care of the 
council on medical service of the American Medical Association and a 
member of its house of delegates. 

Before considering H. R. 9429 in detail, it may be helpful to the 
committee for me to review briefly our own conclusions regarding the 
several available methods of financing dependent medical care provided 
through the use of civilian facilities. 

Basically, there are two approaches to the financing of medical 
care—prepayment and postpayment—either of which can be adapted 
to provide civilian medical care for the dependents of military per- 
sonnel. 

Under these systems, possible programs range from an increase in 
compensation, which would permit military personnel to individually 
purchase medical services for their dependents, just as they now pro- 
vide food, shelter, and the other necessities of life, to a system of com- 
plete care under which the Government would be billed directly by 
physicians and hospitals for all services rendered. 

Other methods by which the cost of medical care can be met are a 
Government-sponsored insurance program, or contracts for medical 
service and hospital care arranged between the Department of Defense 
and State medical and hospital associations. 

Under this latter program, usually referred to as the hometown-care 
plan, the Government would contract for the services of physicians 
and hospitals in accordance with agreed fee schedules through a fiscal 
agent in each State. 

Medical services and hospital care provided for dependents in this 
way would be paid for by the fiscal agent which would, in turn, bill the 
Government on a cost-plus basis. Physicians have participated in a 
similar program in cooperation with the Veterans’ Administration for 
several years, providing outpatient care authorized for service-con- 
nected disabilities. 

At the discussion of these various alternatives, the House of Repre- 
sentatives declined to prescribe a specific type of program by statute, 
Instead it directed the Secretary of Defense to contract for medical 
care for dependents under— 
such insurance, medical service, or health plan or plans as he deems appropriate— 


specifying certain minimum requirements for any such arrangement. 
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We are gratified that many of the recommendations made by the 
American Medical Association were adopted in H. R. 9429. How- 
ever, the medical profession is gravely concerned over the effect of 
section 201 (c) of the bill, which reads as follows: 

The dependents covered under this section may elect to receive medical care 
und he terms of this act in either the facilities of a uniformed service under the 
conditions specified in title I of this Act or in the facilities provided for under 
such insurance, medical service, or health plan or plans, as may be provided, except 
that the right to such election may be limited under regulations prescribed by the 
Secretary of Defense, after consultation with the Secretary of Health, Education, 
and Welfare, for such dependents residing in areas where the member concerned 
is assigned to a post or installation of a uniformed service where adequate medical 
facilities of a uniformed service are available for such dependents. 

The last proviso of this section would have the effect of saying that 
the serviceman’s dependent could only elect civilian care when mili- 
tary facilities in his area were crowded or unavailable. 

This would mean that the wife of a serviceman residing near a 
large military installation with the usus ‘al military hospital facilities 
could not elect a civilian physician for herself and her children. We 
feel that such a restriction is not in the best interest of the serviceman 
or his dependents, and is contrary to the American tradition of free 
choice of physicians ; 

We understand that this restriction was included in the bill in the 
belief that: (1) to permit the free choice of civilian services in the 
vicinity of military medical facilities would incur additional expenses 
in the military medical budget; and (2) to permit dependents to 
choose civilian care in such areas would deprive military physicians 
0 mn i bros id spectrum of practice and thus discourage physicians from 

‘king a career in military medicine. 

“is this connection we would like to state that if medical care is to 
be provided for dependents of servicemen, whether it is received in 
military hospitals or in civilian facilities, an expenditure of money 
will be required. 

This then brings into focus the question of the comparative cost of 
military and civilian medical care. There is no sound reason to 
assume that medical care rendered in military facilities would be less 
expensive than care provided in civilian facilities and by civilian 
doctors 

We recognize the necessity, from a professional viewpoint, of pro- 
viding an adequate spectrum of practice for career medical officers. 

{ might interpolate here and say my own idea of what is adequate 
spectrum is very different from that of many other people, a different 
view point. 

We do not believe, however, that a program of free choice between 
civilian and military facilities will result in a dangerous exodus of 
dependents from military facilities. 

We are convinced, that even without the coercive restrictions pro- 
posed in section 201 (c), dependents would seek medical attention in 
accordance with their own judgment and convenience, with the result 
that the balance between military and civilian facilities would be gov- 
erned largely by the availability of military facilities. 

Further, we feel that much of the value of a dependents-care bill 
lies in the opportunity it affords for relieving the military medical 
services of some of those duties which now either interfere with their 
ability to adequately discharge their primary mission, or result in in- 
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creased personnel requirements, which can only be met by the special 
draft of older physicians. 

The theory of H. R. 9429, as indicated by its legislative history in 
the House of Representatives, ignores this very important element in 
favor of maintaining a status quo in the present military dependent 
care load. 

We urge your committee to recognize the incongruity of a situation 
which would require the drafting of civilian physicians to care for 
civilian dependents who are prohibited from obtaining available medi- 
cal care in the civilian community, notwithstanding their preference 
for such civilian care. 

We are also concerned that this clause in the bill may be construed 
as an authorization for expansion of dependent care in those facilities. 
The bill provides statutory authority for furnishing medical care to all 
dependents of military personnel as those three terms are defined in 
the bill, authorizing such care in military facilities, subject to the 
availability of space, facilities and the capabilities of the medical staff. 

We feel that this limitation should be clarified. If it 


A. 


tis the intention 
of Congress only to restate the availability clause in existing law, 
we favor the limitation. 

If, however, the bill is intended and could be construed to supply 
the statutory authority for an expansion of military medical officers 
by making military medical care available to dependents in 
where civilian facilities are available and adequate, we 
oppose the principle. 

As Dr. Allman said initially, we appreciate the serious effort which 
has gone into the drafting of this bill. We sincerely hope that 


il 


areas 
strongly 


our 
testimony today will be received in the constructive light in which it 
is offered. We desire to cooperate fully with this committee, with 
the Department of Defense, and with all other interested parties in 
arriving at a fair and workable solution. 

Thank you, Mr. Chairman. We shall be glad to attempt to answer 
any question. 

Chairman Russe. I am sure both of you gentlemen realize that 
it would be impossible, practically impossible, to implement the 
medical service or insurance plans for dependent care as contemplated 
in title Il without agreement by the physicians of the country to use 
some sort of maximum fee schedule such as that in use by the Veterans’ 
Administration. 

Do you apprehend that there would be any great difficulty in 
getting the doctors throughout the country to agree on some such 
schedule? 

Dr. ALLMAN. I assume not, not if it is a fair and equitable schedule 
which of course it will be, I do not think there will be any difficulty, 
any great difficulty. 

Chairman Russetu. Senator Case? 

Senator Case. Mr. Chairman. 

Have you been familiar with the schedule fee as worked out by the 
Veterans’ Administration? 

Dr. Auman. Only to a minor degree, sir. 

Senator Casr. With respect to the fear expressed by Dr. Crawford 
as to the interpretation of that paragraph which he recited on limita- 
tion, it seems to me that that can be covered by a statement in the 
committee’s report on the bill, Mr. Chairman. 
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Chairman Russeiu. It seems to me that their fears are based on 
he fact that some Secretary of Defense would greatly abuse the 
authority he is conferred if he meant to expand medical facilities 
nerely to care for dependents. 

| cannot conceive of any Secretary of Defense putting that construc- 
tion on the bill. 

Senator Caspr. I do not think so, either. 

[ do think the committee report might establish the intent of the 
Congress. 

Chairman Russet. We thank you gentlemen. 

The committee will stand in recess until 2 o'clock. 

Whereupon, at 12:35 p.m., the committee was recessed until 


{ 
the same day. 


\FTERNOON SESSION 
Russell, Stennis, Ervin, Saltonstall, Case, and 


ELL. The committee will come to order. 
resentatives of the American Hospital Association have 
Vv « nsented to pe rmit, as C.D. Bove r, executive director 
he Reserve Officers Association, to make his statement at this time. 
hink that that is very sunanarsal’. particularly in view of the 
this is the last day of Colonel Boyer’s service as executive 
this important association. 
to say on the record that he has rendered yeoman service 
vzhout the years. We on this committee not only know him, 
but we trust him, and we all wish him happiness in his assignment, 
and we will be glad if he will call upon us whenever the occasion 
permits 
You 


0 
A 


c 


; : er I oe 
nay proceed, onel Bover. 


STATEMENT OF COL. C. M. BOYER, EXECUTIVE DIRECTOR, RESERVE 
OFFICERS ASSOCIATION 


Colonel Boyer. Mr. Chairman, I want certainly to thank you for 
your kind and gracious words, and to let you know that I will be 
residing here in Washington, so that any time that I can be of service, 
please feel free to call me. 

Chairman Russe.u. Good enough. Proceed, Colonel. 

Colonel Boyer. Mr. Chairman and members of the committee, I 
am C. M. Boyer, executive director of the Reserve Officers Associa- 
tion. As always, we appreciate the courtesy of the committee in 
permitting us to testify on the bill presently before the committee. 

The association recognizes that in this bill, whichis designed to 
provide medical care for the dependents of members of the uniformed 
services, endeavors to solve one of the basic problems affecting the 
morale of members of our Armed Forces. 

Over the years, no one has been more alert to the problems of 
morale than the members of ‘this committee. 

We are certain that you have long recognized that the medical care 
now being provided to the members of the Armed Forces and to their 
dependents has not been up to the standards which circumstances 
require. This has stemmed in substantial part from the necessity of 
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maintaining such’a large military force in being and the recognized 
general shortage of doctors, dentists, and medical facilities. As a 
result many members have become disheartened and left the services 
because they cannot be assured of adequate medical care for their 
dependents. This bill, if enacted, will to a considerable degree, 
alleviate these problems and can only be reflected in improved morale 
and efficiency within the Armed Forces. 

Accordingly, the association strongly endorses the purposes of this 
legislation and with one exception agrees with the bill in its present 
form. ‘There is, however, one area of strong dissent on the part of 
the association which we wish to call to the attention of the committee 
and in which we earnestly urge remedial action by the committee. 

The specific point of the act to which we object appears on page 2, 
lines 17, 18, and 19. In defining ‘‘retired member of the uniformed 
services” the clause “other than a member or former member entitled 
to retirment pay under title IJ] of the Army and Air Force Vitalization 
and Retirement Equalization Act of 1948,” excludes from the benefits 
of this act a great.many individuals whom you have endeavored to 
attract to and retain in the Reserves. Through such legislation as 
the act referred to in this clause, the Reserve Forces Act of 1952, 
and the recently enacted Reserve Forces Act of 1955, the Congress 
has established a concept with which this bill is incompatible. The 
association recommends strongly that this clause be stricken from the 
bill. 

Perhaps a brief review of fairly recent history with which the mem- 
bers of your committee are familiar will be of assistance in under- 
standing the reasons why we feel so strongly on this particular subject. 

Following World War II, it was recognized that we must build 
our Reserves into a vital, well-trained and well-equipped component 
of our total milifary strength. In fact, it is quite likely that our 
Armed Forces could not be maintained today at their present level 
except for the availability to them of thousands of Reserve officers 
and men on continuous active duty. Certainly in the Army and the 
Air Force today, the great majority of their officers are nonregulars. 
The Congress, through the enactment of the legislation previously 
mentioned and other similar laws, has consistently and continuously 
tried to establish the principle that the Reserves are an integral part 
of our total military strength and that we must pay equal attention 
to their problems if we can hope to keep them participating actively 
in the Reserves. Nor has this been a one-way street, for the Congress 
has included in this legislation directives requiring the Armed Forces 
to establish high standards providing for the elimination of substand- 
ard Reserve officers. 

The legislation before you in part, turns back to the evolution of our 
Reserves and the concepts on which they operate. It is a definite 
step in the wrong direction and can only result in a fostering of the 
belief that the reservist is a second-class military man and not im- 
portant as a vital part of our total military structure. 

In the report of this committee establishing retirement for the 
Reserves (Public Law 810, 80th Cong.) this committee said on page 9: 

The primary purpose of this title, as amended, is to provide an inducement to 
members of the Reserve components to remain in the Reserves over a long period 
of time, thereby providing a better trained and Ready Reserve to meet the needs 





120 DEPENDENT MEDICAL CARE 


of our national-defense structure. The title establishes a new principle governing 
retirement for members of Reserve components. 

Yet, the principle appearing in this pending legislation says that 
even though a Reserve member of a uniform service serves faithfully 
and satisfactorily and thereby qualified for retirement under the rigid 
requirements of Public Law 810, that once he is retired, for the pur- 
poses of this act, he loses his status as a member of the uniformed 
services. This we cannot accept. Nor do we believe that the members 
of this committee will agree when it understands the implications of 
the proposed language. 

[t should be remembered that while this legislation is essentially 

red to cover the dependents of members of the uniformed services, 

| it deals with the medical care for members of the services 

es If the language to which we object remains in the bill, 

rress will be saving that these Reserves, both officers and 

who have served long enough and faithfully enough to be 

to retirement under title II] of Public Law 810 are less en- 

to the benefit of this bill than the dependents of members of the 
uniformed services, most of whom have never been in the uniform of 


ou { 


COUNLY, 


kurthermore, there are many members of the uniformed services 
who are covered who will have served a shorter time than those being 
ex luded 


This stems from the faet that many of these individuals who are 
excluded will have served 15 to 18 years on active duty and must have 
at least 20 years of satisfactory Federal service in order to qualify 
under title LI], Public Law 810. In fact, a great many of them will 


have 30 to 40 years’ combined service, including long periods of service 
on active duty. A Regular officer or enlisted man retired for physical 
disability frequently has less active duty time than many of the 
Reserves whom it is proposed to exclude, and almost inevitably will 
have jess total time in the armed services. 

We well understand some of the thinking within the Regular 
Establishment on this particular point. Certain very articulate 
segments of the Regular Establishment have never liked title II] of 
Public Law 810, and of that I am sure many of you gentlemen are 
aware, and therefore are-reluctant to consider such retirees as members 
of the Armed Forces. Furthermore, within the services there have 
been drastic differences in the way such retirees have been handled. 

The Navy and Marine Corps have taken the position that such 
retirees are members of the naval service and they take care of the 
individuals themselves on the same basis as other military retirees. 
This the Army and Air Force have consistently refused to do. 

In considering whether or not these reservists should be excluded 
it is our understanding that the services have given very high estimates 
to the House of Representatives as to the numbers of such retirees 
and their dependents. If our understanding is correct, we believe 
that the most cursory examination of the figures will show that they 
are misleading and were apparently designed to create an adverse 
reaction on the part of the House committee when it was studying this 
problem. A reference to the actuarial projections made by your 
staff in conjunction with the Government actuary in 1948 would show 
that the projected cost pattern has been closely followed by the actual 
experience of the Armed Forces. It is our understanding that the 
recent figures used in the study of this bill indicated that by 1965 there 
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would be approximately 43,000 retired members under title III, 
Public Law 810, and that they would have approximately 74,000 
dependents, which would be a very substantial total. 

However, it is our further understanding that these figures merely 
show the accumulation of those retired each year since the effective 
date of the law plus the projected retirees. There have been no attri- 
tion factors applied and all retirees who were 60 years old when 
Public Law 810 became effective are presumed to be alive in 1965. 

Now, gentlemen, please remember that these reservists must be 
60 years old when retired and normal attrition through natural causes 
of men in that age category, according to insurance statistics, is very 
high. Just to add all the retirees together and come out with a total 
is to completely distort the figures of the retirees. To then apply 
against this figure a fixed ratio of estimated dependents aggravates 
the statistics even more. This is particularly so since the dependents 
are defined very clearly in this act, and children over 21 years, except 
in certain isolated cases, are not covered. It is probable that the only 
dependents who should be calculated are the surviving wives of men 
who were 60 years of age before they even became eligible for 
retirement. 

We urge strongly that the committee examine most carefully the 
actual statistics furnished by the witnesses from the Department of 
Defense. It is our sincere belief, based on the inadequate data 
available to us, but which we believe is reasonably correct, that the 
number of beneficiaries it is proposed to exclude if added to those 
covered in this legislation will be relatively small in number and will 
entail no significant increase in the load occasioned by the medical 
care for dependents or retired members of the Armed Forces. 

In closing, may | summarize our position. We have in recent years 
been quietly confident that the Congress was doing everything within 
its power to establish a strong Reserve consisting of well-trained and 
well-equipped reservists with high morale. Furthermore, it is clear 
that the Congress recognizes that they are a necessary, important, and 
vital segment of our total military structure. This bill represents the 
first retrograde step that we have seen in recent vears. 

We, therefore, respectfully but earnestly urge that the committee 
recommend the enactment of this legislation but amend it by deleting 
all the language contained on page 2, lines 17, 18, and 19. Thank you 

Chairman Russe.u. Senator Saltonstall? 

Senator SaALTonsTaLL. What you want to have done is to make 
certain that the Reserves are treated, Colonel Boyer, in the same way 
as members of the Regular Establishment when they retire? 

Colonel Borer. Yes, sir. In other words, when this man is retired, 
he gets the same privileges. 

Now, they do that right now in reference to the post exchange and 
the commissaries and the Navy has extended the hospitalization to 
their retirees. The Army and the Air Force have excluded them, and 
under this proposed legislation they were excluded. 

Senator SALTONSTALL. As I remember the testimony yesterday of 
some of the men, when the chairman brought up this point, the 
answer was that this would be taken care of at a later time. 

That is to say, they saw the objection but they did not think that 
they wanted to take care of it at the present time. I may be wrong 
on that, but that is my memory. 
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Chairman Russeti. That is the argument that they used: That 
this was a bill that related only to career personnel and was to make 
the military more attractive to the career personnel, and they thought 
that the Reserves should be dealt with in separate legislation. 

Senator SaLTONSTALL. My question is, would you oppose this bill 
and stimulate opposition to it in the Senate in its present form if 
there could be—of course, there could not be an understanding, 
but if there was the general observation by Members of the Senate 
and members of this Senate committee that this matter, which you 
believe is right and which we think is right, would be cared for at a 
later date? 

Colonel Borer. Senator, we would not be a big enough dog in the 
manger to attempt to kill legislation which is so urgently needed as 
this, even though it is not written exactly the way we want it. 

But, the small amount of cost—and, remember, these people have 
put in a great number of vears, and : is not easy to qualify, they have 
to seiily these requirements: No. 1, 20 years of satisfactory service; 
No. 2, the y must be physic ally qui alified for 20 vears; and No. 3, they 
must reach the age of 60. So, those are the requirements. 

The point is this: That this has to do with the morale, Senator 
Saltonstall; it is a morale factor. 

In other words, they are telling the Reserves, ‘All right, we will 

call you when you are needed in case of war; but after you come out, 
you become second-class citizens as far as the services are concerned.’ 

Now, a regular retired officer can go to the hospital! for the physical 
but this comes out and it excludes them. And it is particularly harm- 
ful to the morale of the Navy reservists because the Navy reservists 
at the present time are permitted to receive hospitalization—but for 
some reason the Army and the Air Force have taken this attitude all 
the way through of ‘‘No,”’ and they took it for a long time on the post 
exchange and the commissaries, but finally they granted that, and that 
has had no adverse effects. 

Chairman Russe.u. Your position is, you are emphasizing the im- 
portance of the reservists, that in past legislation we are seeking to 
build up the Reserves, and the morale factor is involved, and that the 
Reserves should go hand in hand with the Regular forces? 

Colonel Boyer. Yes, sir, 1 most certainly think that. 
Chairman Russe.u. Senator Stennis? 

tts: STENNIS No questions, Thank you. 

Chairman Russeuu. Well, thank you, Colonel, and good luck and 
Godspeed. 

Colonel Boyer. Thank you so much. 

Chairman Russeiu. The next witnesses represent the American 
Hospital Association and their presentation will be made by J. Douglas 
Colman, vice president of Johns Hopkins Hospital and University, 
Baltimore, Md., and vice chairman of the Council on Government 
Relations of the American Hospital Association; and Dr. Madison B. 
Brown, executive vice president and medical director, Hahnemann 
Medical College and Hospital, Philadelphia, Pa. 

If you gentlemen will please come around, you may proceed in such 
order as you may desire. 
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STATEMENTS OF DR. MADISON B. BROWN, EXECUTIVE VICE 
PRESIDENT AND MEDICAL DIRECTOR, HAHNEMANN MEDICAL 
COLLEGE AND HOSPITAL, PHILADELPHIA, PA.; AND J. DOUGLAS 
COLMAN, VICE PRESIDENT OF JOHNS HOPKINS HOSPITAL 
AND UNIVERSITY, BALTIMORE, MD. 


Dr. Brown. Mr. Chairman and members of the committee, I am 
Madison B. Brown, M. D., executive vice president and medical anes 
tor, Hahnemann Medical College and Hospital, Philadelphia, Pa. 
I am also a member of the board of trustees of the Americ pe Hospital 
Association, on whose behalf this statement is made. I am accom- 
panied by Mr. J. Douglas Colman, vice president, Johns Hopkins 
University Hospital, Baltimore, Md. With your permission, Mr. 
Chairman, I should like to discuss briefly the basic phi losophy and 
position of the American Hospits al Association on Federal legislation 
which would provide health care to dependents of the uniformed 
services. Mr. Colman will cover the provisions and implications of 
the pending bill. 

The American Hospital Association is pleased to have the eee 
tunity of appearing on this proposed legislation which so directly 
and vitally concerns the fighting forces and the people of this Matin, 
The issues presented are national in scope and merit the most serious 
consideration. 

In testimony before various congressional committees, the American 
Hospital Association has long advocated that it should be a responsi- 
bility of the Federal Government to help servicemen make adequate 
provision for the health care of their dependents. We have repeatedly 
recommended the enactment of legislation establishing an equitable 
and sound health care program for these dependents. We do so 
again today. But we strongly urge that, insofar as such legislation 
relates to continental United States, it should ephasize the use of 
civilian facilities and the services of civilian cae ians. In overseas 
areas or in areas where existing facilities are inadequate or unavailable, 
service hospitals must be used. 

The American Hospital Association is concerned with the efficiency 
and proper utilization of all hospitals, whether they be community 
hospitals, State hospitals, or Federal hospitals. As a part of our 
national concern for the maintenance and continuing improvement of 
the health of the whole Nation, we are deeply interested in the health 
requirements of the dependents of the uniformed services and the 
means by which such needs will be met. 

At present, military dependents number over 3 million persons. 
To care for all of them is a significant health care problem. In terms 
of facilities and personnel needed, it is one of major proportion. 
During fiscal year 1955, the Department of Defense has indicated 
that there were approximately 31 million outpatient visits in conti- 
nental United States. Of this number, over 11 million were military 
dependents. In this same period, dependents on a daily average 
occupied over 6,400 hospital beds out of a total of over 34,000—or 
about 18 percent. Deliveries in military hospitals have risen from 
42,000 in 1948, to 145,000 in 1953. Worldwide in 1955, over 200,000 
babies were born in service hospitals. Atleast that many are expected 
again this year. 
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But even these figures do not wholly reflect the magnitude of this 
problem. Authoritative study groups have estimated that 40 percent 
of all military dependents do not receive any health care in service 
facilities. Only some of the remaining 60 percent receive all of their 
health care in service facilities 

A comparable situation undoubtedly exists with respect to depend- 
ents of the other uniformed services Many of these are not receiving 
all of their health care in Government facilities. 

These estimates are significant because a substantial proportion 
Ol aept ndent care, now sup os “ad | \ direc t-service oper: itions, is being 
provided in areas where civilian facilities are adequate. The number 
of dependents not receiving any care in Government facilities, and 
the record over the past years of constantly increasing demands for 
dependent care, give these figures added importance. They place 


They tell us the extent to which Government facilities are being 


understandable dimensions on the vast dependent health-care problem. 


ised for dependent care. They make clear that solutions to depend- 
ent health-care problems cannot be found without relation to the 
health needs of the total civilian population 
Phere is only one pool of qualified and trained health personnel 
n this country which must mect the needs of all. There are only 
many doctors, dentists, nurses, technicians, and other health 
‘ialists. These people are a national resource. They should not 
ve taken from their communities and community institutions and 
moved into the Armed Forces to care for civilian dependents. No 
one questions the absolute right of the Government to draft whatever 
health personnel may be necessary for the care of our fighting forces, 
We believe that within continental United States, increased em- 
phasis on the use of civilian facilities and the services of civilian 
physicians will: 


(1) Further the growth of the civilian medical establishment now 
being assisted by Federal programs; 

2) Reduce the demand for physicians and other health personnel 
needed to provide dependent health care in military facilities; 

3) Make unnecessary any expansion of the medical facilities of 
the uniformed services to provide dependent care. 

With vour permission, Mr. Chairman, Mr. Colman will now discuss 
pending bill as it is related to our policies and recommendations. 
‘hairman Russeuy. All right, Mr. Colman, you may proceed. 

Mr Cotman. Mr. Chairman and members of the committee, [ am 
J. Douglas Colman, vice president of Johns Hopkins Hospital and 
University, Baltimore, Md. I am also vice chairman of the Council 
on Government Relations of the American Hospital Association. 

Before turning to a consideration of H. R. 9429, I should like to 
mention that the American Hospital Association brings to the study 
of the health care needs of servicemen’s dependents, the sympathetic 
understanding and experience of its entire membership. Within our 
membership of almost 7,000 hospital members are more than 90 
percent of the general hospital beds in the country. Through our 
hospital trustees, who in great part are the civic leaders of their 
respective communities, through our hospital administrators and 
their staffs, and through the 1.2 million members of our women’s 
hospital auxiliaries, the association develops its policies in the public 
interest. As a consequence, we feel that we are offering this state- 
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ment in the interest of the serviceman, his dependents, and the 
American people. The health-care problem contained in the bill 
before you concerns all of us. 

In general, H. R. 9429 is an improvement over measures previously 
supported by the Department of Defense. With some amendment, 
an equitable and sound health-care program can be built on its frame- 
work. 

This bill has two dominant and overriding issues: the morale of the 
fighting forces, and the expansion of Government-owned and operated 
medical and hospital facilities. This statement is specifically ad- 
dressed to a discussion of those vitally important issues and will only 
briefly touch upon a few other issues of lesser concern 

Senator SALTONSTALL. Mr. Chairman. 

Chairman Russeuu. Senator Saltonstall. 

Senator SALToNsTALL. Mr. Chairman, would it be proper for me 
to ask Mr. Colman: I did not know nor did I realize that there was 
anything in this bill about the expansion of Government facilities. 
Now, you say that is so, you state that as a fact, that it is in the bill. 

The bill does not prov ide for the e xpansion of Government facilities, 
as I understand it. It provides for extension of medical care. 

Now, that medical care may develop into expansion of Government 
facilities, and that is one of the problems before us; but the bill does 
not provide for any authorization of expansion of Government facil- 
ities, does it? 

Mr. Cotman. It is our view, sir, that it sets in motion 
forces that can inevitably result only in that. 

Senator SALTONSTALL. Well, now, Mr. Chairman, if | may go on: 
You are the first witness, I think, who has stated that as his opinion. 
Now, none of the Government people did yesterday, as I understood 
them, and I have not heard any witnesses state that as a fact, or give 
the personal expression of opinion that you have stated in this testi- 
mony. 

You state in your testimony that this bill has two dominant and 
overriding issues. One is the morale of the Armed Forces, and | 
can agree there; and the other is the expansion of Government facili- 
ties. Now, then, that I did not understand was the fact. 

Mr. Cotman. If | may proceed, sir, I think that I am going to 
develop that point a little bit. Suppose we try it that way, and if 


| don’t develop it sufficiently to your satisfaction, we could come back 
to it. 


Senator SALTONSTALL. Certainly. 

Mr. Cotman. For some time concern has been expressed by persons 
in responsible positions that the development of a dependent health- 
care program is of prime importance to improve the morale of the 
Armed Forces. This is the real reason why this measure is before 
this Congress and this committee. It is the reason why national 
hospital and medical associations and other interested health organiza- 
tions are here to discuss this measure with you and to offer construc- 
tive criticisms so that the best possible health-care program for these 
dependents can be developed. Whatever program evolves will not 
come from a stopgap or emergency measure which is weces to last 
for only a few years. Rather, it will be incorporated in permanent 
legislation spelling out in unmistakable terms the det: he of an endur- 
ing program by which the Federal Government will make provision 
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for the health care of all dependents of the uniformed services and not 
merely some fraction of them. 


It is clear that in such a program added incentives will exist to 
inspire careers in the uniformed services. To meet a real test, 
therefore, this bill must be so structured that it contributes to the 
fullest extent possible to improve the morale of the uniformed services. 
Morale is the key issue. The security of this Nation depends on the 
morale of our service personnel. There can be no compromise on 
this issue. All of the provisions of the bill should actively and 
constructively work toward improving morale. Any provision that 
falls short of that objective should be eliminated. 

H. R. 9429 recognizes that civilian facilities and personnel must 
be used in any health-care program which wili reach all the eligible 
dependents of the uniformed services. By its provisions, servicemen 
can have all such dependents cared for in military or Public Health 
Service hospitals, or through insurance they can have limited numbers 
of them cared for in civilian hospitals. Regrettably, however, only 
the wives and children of active-duty servicemen are given a condi- 
tional right to use civilian hospitals and civilian physicians. All 
other dependents must use uniformed service hospitals unless the 
Secretary of Defense, after consultation with the Secretary of Health, 
Education, and Welfare, and on the basis of available appropriations, 
decides otherwise. 

The authority to limit the right of wives and children of active- 
duty personnel to use civilian facilities and the services of civilian 
physicians arises from the language of section 201 (c). By this 
provision the Secretary of Defense, again after consultation with the 
Secretary of Health, Education, and Welfare, is authorized to forbid 
these dependents to use such facilities and services when they live 
in areas in which the head of their family, the serviceman concerned, 
is assigned to a post or installation where medical facilities of a uni- 
formed service are available. In such circumstances these dependents, 
as in the case of all other service dependents, will be required to use 
Government facilities if they wish to receive their health care at 
Government expense. 

The authority vested in the Secretary of Defense by this provision 
201 (c), enables him to deny to service dependents, in the only instance 
in which it is granted, the freedom to choose to receive their care 
in either a civilian or military hospital. We believe that it is a most 
important contribution to morale to give these dependents the right 
to make such a choice. In fact, we believe that it should be the con- 
tinuing right of all eligible dependents. 

If providing health care to dependents in their home communities, 
utilizing the hospitals and doctors of their own choice, is the best 
way to promote morale, then it seems only logical that this is what 
should be done. But in its present form this bill will prevent a sub- 
stantial percentage of them from using civilian facilities irrespective 
of their wishes. How such a condition will promote morale is diffi- 
cult to understand. 

Morale is not something to be measured in dollars. But with this 
legislation, an appropriation of $76 million has been decided upon, 
fixing the amount that can be spent for the provision of health care 
through civilian facilities and the services of civilian physicians. This 
proposed amount will have the effect of limiting for some dependents, 
and denying to others, the use of such facilities and services. If the 
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improvement of morale is the true issue for this legislation, and we 
believe it is, then we urge the Congress to appropriate whatever 


amount of money is necessary to achieve that result. The appro- 
priation for this program should not be limited for the purpose of 
reaching some less important or unrelated objective. 

Demands for dependent care, supplied in Government facilities, 
have constantly risen over the years. They will continue to rise. 
In the rising birthrate, in the addition of new classes of | dependents 
under this bill, in the increasing numbers of aged dependents, in the 
provision of new health services marching in pace with the advances 
of medical science, the demands for health services will rise even 
higher. 

Additionally, increased demands for health care will arise from the 
creation of a statutory right to dependent care in Government facilities 
or in civilian facilities at Government expense. This result will be 
produced from the following circumstances. Since some 40 percent 
- military dependents are not receiving any care in Government 
facilities, this bill will encourage them to Took to the C Government for 
the satisfaction of their health needs. In like manner, the remaining 
60 percent who are not now receiving all of their health care in service 
facilities will also turn to Government for all of their care. 

By establishing barriers preventing dependents from going to 
civilian facilities and personnel, the only recourse they will have to 
receive their health care at Government expense is to go into Govern- 
ment facilities. We believe that the increased demands, briefly out- 
lined above, when linked to the limitations in this bill on the use of 
civilian facilities, can only lead to the creation of pressures for the 
expansion of Government facilities. The American Hospital Asso- 
ciation is convinced that it is not in the public interest to expand 
Government health facilities to provide care to servicemen’s depend- 
ents who are themselves civilians. Within continental United States, 
in many areas, a high proportion of the dependent care now being 
provided by direct Government operations could be supplied in 
existing and projected civilian facilities. 

Duplication of facilities is wasteful and competition for the services 
of health personnel has created shortages in a number of civilian 
communities. 

But irrespective of whether care is provided in civilian hospitals or 
in the hospitals of the uniformed services, it will cost money. If all 
cost factors are taken into consideration, care provided in service 
hospitals has not been shown to be less expensive than the same care 
provided in civilian hospitals and by civilian doctors. To the best of 
our knowledge, complete figures to make such a comparison never 
have been collected. 

The American Hospital Association believes a at in several respects 
H. R. 9429 wants for clarity. In section 103 (f), dependents are not 
authorized hospitalization for chronic diseases. Oey hether this section 
is intended to preclude the inhospital admission of dependents with 
chronic diseases, or to cease care for such dependents who are hospital- 
ized with chronic diseases, is not clear. It is difficult to understand 
how such a provision can be administered and how a determination 
can be made as to the time when an illness becomes chronic. This 
provision seems particularly troublesome when viewed in relation to 
the provisions on the length of care. 
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In section 103 (g¢), the decision of what is elective care presents in 
our opinion another impossible administrative burden. We believe 
it would be preferable to state specifically what conditions should 
be excluded. It is almost inconceivable to visualize the type of 
administrative machinery which would have to be set up to review 
elective work performed by civilian physicians. 

In our study of H. R. 9429, we have found the need for a number of 
amendments. Need for others we are certain will be developed during 
the course of the hearings on this bill. But it is our considered judg 
ment that at a minimum, H. R. 9429 should be amended to restore 
to the wives and children of active-duty servicemen, the right to 
choose to receive their health care either in civilian hospitals from 
civilian physicians, or in the hospitals of the uniformed services from 
physic ians of those services. 

This can be ace onaponne “1 by the following amendment: 

Section 201 (c), line 11, page 9, insert a period after the word 
‘“provided”’ and oles all of the remaining language in that section, 
line 11 through line 18. This is the most important single amendment 
that can be offered. We urge its adoption. 

Thank you, Mr. Chairman. This concludes my statement. The 
American Hospital Association is extremely pleased to have partici- 
pated in the hearings on this bill. 

Chairman Russe... Well, we are glad to have you, Mr. Colman. 

I am frank to say, however, that I do not share the fear you seem 
to have, and I base this on the grounds of this statement that you have 
made, that we may have a Secretary of Defense at some time that 
would have a phobia against any hospitals other than Government- 
operated hospitals, and that he would be able to persuade or convince 
or coerce or somehow get Congress to give authority for the expansion 
of hospitals to take care of dependents. 

We have no evidence here to that effect. It is all to the contrary. 
The evidence is that they have no intention whatever of expanding 
hospital facilities, but they do not want to waste the beds available 
where the serviceman is stationed. 

I also think your view is in conflict with the intent of Congress, 
and that Congress has not the remotest idea of appropriating money 
for the expansion of hospitals for the benefit of dependents. We are 
interested in this idea here of utilizing the rights under the Blue 
Cross and Blue Shield that these people have to receive treatment in 
privately operated hospitals now in existence. 

Mr. Cotman. Mr. Chairman, if it was a question of the intent of 
the Secretary of Defense or the distinguished members of this com- 
mittee, that would not be our concern. 

[ think that our concern is with the forces that this kind of benefit 
sets in motion. As these services are made available free of cost and 
others are available to a limited degree, inevitably there begins to 
develop a kind of a public pressure, a kind of public demand, that no 
public service can resist. I think that we have had some evidences of 
that in the past, and I think that those same forces would build up 
here through the years. 

Now, this is certainly not something that would happen in a short 
period of time, but I think that in 10 years from now or a shorter time, 
that it would be a fact. 

Chairman Russevi. Well, the fear has been expressed that the 
pressure would be on the other side, that the pressure would be so 
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great that it would compel the Secretary of Defer to keep these 
dependents out of the Government hospitals; and ivheds who has 
been around Washington over the last 20 years, as | have, cannot avoid 
being fully familiar with the weight of the pressures that can be 
brougnt from the medicos of the country and the a associations 
of the country—there is nothing organized like it will be pushed 
the other way, I am sure. In my opinion, the ane that are going to 
be set in motion by this bill if enacted, will rebound to the benefit of 
these private hospitals, because it will give people money for hospits uli- 
zation that at the present time they just do not have and which is not 
available to hospitals for their treatment. 

I hope, and I expressed that hope this morning, that it might lead us 
out of our difficulties that confront us with respect to the hospitaliza- 
tion for veterans. If that could be done, it would be the greatest 
impetus given to the cause of non-Government hospitalization for 
many years. 

Senator Saltonstall? 

Senator SALTONST iLL. [ have just one comment as to your 
tion to strike those lines in section 201 (ce). 

[ asked the question yesterday of one of the Navy officers: 


sugges- 


Could you suggest statutory language that could be inserted there so that 
where there was a military hospitel available it could be used; but otherwise a 
civilian hospital might be used, instead of leaving it to the regulation of the 
Secretary? 

Now, if you can offer us some helpful suggestion before the bill goes 
out, if you will bring it in, we will be interested in seeing it. 

Mr. Cotman. I would be very glad to—but, we have made sugges- 
tions in the past, and our suggestions have not been accepted through 
the representatives of the services. 

Chairman Russe.u. Senator Stennis, any questions? 

Senator STENNIS. No questions. 

Chairman RusseEuu. Senator Ervin? 

Senator Ervin. I have no questions. 

Chairman RussE.tu. We appreciate you gentlemen bringing your 
points of view to the committee. We know that you are trying 
assist us in this measure. 

Our next witnesses represent the American Dental Association. 
Their views will be expressed by Dr. Ralph E. Creig, a member of the 
Council on Legislation of the American Dental Association. 

You may proceed, Dr. Creig. 


Lo 


STATEMENT OF DR. RALPH E. CREIG, MEMBER, COUNCIL ON 
LEGISLATION OF THE AMERICAN DENTAL ASSOCIATION; 
ACCOMPANIED BY HOWARD N. GREENBLATT, ASSISTANT 
SECRETARY, COUNCIL ON LEGISLATION 


Dr. Crera. Mr. Chairman and members of the committee, I am 
Dr. Ralph E. Creig, of Cleveland, Ohio, where I am engaged in the 
general practice of dentistry. I am here today in my capacity as a 
member of the council on legislation of the American Dental Asso- 
ciation to present the association’s views on H. R. 9429, a bill to 
provide medical and dental care for dependents of members of the 
uniformed services. With me is Mr. Howard N. Greenblatt, of 
Chicago, IIl., assistant secretary of the council on legislation. 
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H. R. 9429 is designed to provide an improved and more uniform 
program of health care for the dependents of members of the uniformed 
services. A comprehensive policy statement on dependent dental 
health care was adopted by the American Dental Association in 1954 
which is attached to this statement as appendix I]. There are seven 
principles enunciated within this policy. I shall confine this state- 
ment primarily to the provisions of H. R. 9429 as they relate to these 
principles. However, before proceeding with this evaluation, I 
would like first to emphasize the association’s attitude toward the 
ceneral objectives of H. R. 9429. 

Within limitations, the Federal Government, like any other em- 
ployer, may be justified in considering the provision of health-care 
benefits to dependents of members of the uniform services as an 
indirect form of compensation for active service. Whether the 
health care of dependents should be financed in whole or in part by 
the Federal Government as a desirable emolument of military service 
is, In our opinion, a policy decision within the jurisdiction of the 
Congress. The American Dental Association, however, is most 
concerned with the adverse effects that any plan for providing de- 
pendents’ dental health care at military dental facilities may have 
upon the quantity and quality of the dental care available to members 
of the Armed Forces and, of equal importance, upon the balance that 
must be maintained between the dental manpower allocated to the 
Armed Forces and that which remains to serve the civilian com 
munity. 

The association, however, would have no objection to a Federal 
plan for financing the dental health care of dependents in civilian 
facilities so long as that plan is in keeping with the association’s 
principles applicable to Government-financed dental health care 
programs. 


DEPENDENTS DENTAL HEALTH CARE AT MILITARY FACILITIES 


Section 103 (h) (4) of H. R. 9429 is the focal point of the associa- 
tion’s interest. That section spells out the scope of dental health 
care to be provided at military dental facilities. With the exception 
of those dependents located overseas or in ‘“‘remote areas within the 
continental United States where adequate civilian dental facilities 
are not available,’ dependents would be entitled to receive at military 
facilities (1) emergency dental health care and (2) dental health care 
as a necessary adjunct to medical or sugical treatment. “Emergency 
dental care” is defined as that care which is required to relieve pain 
and suffering and would not include any permanent restorative work 
or dental prosthesis. Complete dental health care at military facili- 
ties is inferentially authorized for those dependents located outside 
the continental limits of the United States or at “remote areas within 
the continental limits of the United States where adequate civilian 
dental facilities are not available.” 

The limitations upon the use of military facilities and military 
dental staffs in providing dental health care to dependents contained 
in H. R. 9429 are generally in accord with the policy of the American 
Dental Association. However, there are several suggestions relating 
both to the bill itself and to its administration which we would like 
to bring to your attention as we believe they would materially im- 
prove the operation of the dental program proposed in this legislation. 
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1. Dependents residing outside the continental limits ordinarily 
must rely upon the military medical and dental staffs for their health- 
care needs. The association generally concurs with the intent of 
H. R. 9429 to continue providing dependents residing outside of the 
United States with their dental health care requirements at military 
facilities. The association recommends that section 203 be amended 
so as to authorize the Secretary of Defense to contract with acceptable 
local dental sources where overseas dental facilities of the uniformed 
services are not available for the dental care of dependents in the 
same manner as he is authorized to contract with local medical sources 
for the medical care of dependents residing outside the continental 
limits of the United States where military medical facilities are not 
available. 

2. As a further means of controlling the patient load of dependents 
at overseas stations, we recommend that the committee, in its report 
on H. R. 9429, request the Department of Defense to provide by 
regulation that dependents scheduled to go overseas be required to 
have their dental defects treated prior to their departure from the 
continental United States. The dental health care of dependents 
residing outside of the continental United States will depend largely 
upon the availability of space and facilities at the dental installation 
as well as upon the capabilities of the dental staffs at these stations. 
If dependents scheduled to travel to these stations were required to 
bring their dental health to a state of maintenance before departing, 
the overseas dental program for military personnel could be more 
effectively administered and dependents needing dental health care 
could obtain such treatment more promptly. 

3. The proper implementation of the authorization for the use of 
domestic military dental facilities for providing dental health care to 
dependents will depend upon the interpretation of such phrases 
contained in section 103 (h) (4) as “remote areas * * * where 
adequate civilian dental facilities are not available” and “dental 
care * * * as a necessary adjunct to medical or surgical treatment.” 
The interpretation of these critical phrases will also control the efforts 
_of the Armed Forces in carrying out a basic objective of the bill, 
which is to have the military dental staffs concentrate on their primary 
mission, the dental health care of military personnel. 

Today there are approximately 5,800 dental officers in the Armed 
Forces, serving a military population of nearly 3 million—1 dentist 
for every 500 troops. On contrast, there are about 78,000 civilian 
dentists in private practice, serving a civilian population of some 163 
million—1 dentist for every 2,100 ‘civilians. On a percentage basis, 
we have 7 percent of the Nation’s dental manpower serving the 1.8 
percent of the Nation’s population which is in the Armed Services. 

As long as the military is required to accept individuals for active 
duty who have seriously neglected dental conditions, the burden of the 
military patient load will tax the capacity of the military dental 
staffs. 

Chairman Russeiu. May I interrupt? 

Dr. Crete. Yes, sir. 

Chairman Russetu. Dr. Creig, you do not attribute that burden 
altogether to the fact that the services accept men with teeth so bad 
that they have to have a much higher percentage of dentists? 
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Dr. Creta. No; I do not in any way infer that, Senator. It just 
happens that is a percentage figure. 

Chairman Russevu. Yes, sir; but you realize that men are scattered 
all around, and we try to have all of them treated, as well as they can 
be treated. Now, sometimes you have a ship or a station where 
there might be 300 or 400 men only; but you do not want to leave 
them without any dental care. 

Dr. Creic. That is true, we appreciate that, Senator. 

Chairman Russeuu. I do not think that the average workload of 
the dentists in the armed services is quite as great as that in civilian 
life | do not see how it could be. 

\fr. GREENBLATT. Some figures I saw recently indicate that the 
workload of - military dental practitioners compares favorably to 
that of those in private practice. 

What we meant here is so long as the services take in people who 
have neglected dental conditions, seriously neglected dental conditions, 
that that is a significant factor in the need for dental personnel. 

Chairman Russe.u. Well, I suppose if dental care were free to the 
civilian population, there would be a great increase in the civilian 
dentists’ workloads. I imagine that they would go to the dentist more 
often if it were not costing anything. 

Now, I am not making any argument for socialized dentistry; but 
| imagine it would pick up considerably. 

Proceed. 

Dr. Crerc. The committee is aware of the exce ptional burden 
placed upon members of the dental profession over the past 5 years to 
maintain the personnel strengths of the 3 military dental services. 
The continuation of the Doctors Draft Act, as it applies to dentists, 
was justified last year by the Department of Defense on the basis of 
the dental health needs of military personnel. The association 
believes, therefore, that section 103 (h) (4) ought to be administered 
in a manner which will not jeopardize the dental health care program 
provided military personnel. 

To assist in protecting this objective, the association recommends 
that the committee, in its report on this bill, request the Department 
of Defense to define strictly the phrase ‘‘remote areas within the 
continental limits of the United States where adequate civilian dental 
facilities are not available”’ and to identify these areas in its regulation, 
This will better assure the application of a uniform test for determining 
what domestic installations might properly be classified as “remote 
areas.”’ If the identification of these areas is permitted to be deter- 
mined at a level below the Department of Defense, that might well 
make this essential limitation on the use of military dental facilities 
ineffective. 

1. The association also recommends that the phrase “dental 
care * * * as a necessary adjunct to medical or surgical treatment’ 
which appears in section 103 (h) (4) (b) be changed so as to re i” “dental 
care * * * as a necessary adjunct to inpatient medical or surgical 
treatment.’ Without that qualification, dental care wianamiee to 
medical or surgical treatment could readily be extended to include a 
full range of dental benefits to dependents being treated in a medical 
outpatient program at Federal facilities. The adjunctive dental care 
proposed in this bill should be strictly limited to hospitalized patients 
in accordance with the customary procedures for joining the efforts of 
medicine and dentistry in the best interest of the patient. 
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e 
DEPENDENTS DENTAL HEALTH CARE FROM CIVILIAN SOURCES 


As I indicated in my opening remarks, the American Dental 
Association would not object to an amendment which would permit 
the Secretary of Defense to contract for the dental health care of 
dependents in civilian facilities. However, while directing the 
Secretary of Defense to enter into such contracts with respect to the 
medical care of dependents, title I] of H. R. 9429 does not grant a 
similar authority to the Secretary with respect to the dental care of 
dependents. 

Admittedly, at the present time there is insufficient evidence to 
indicate that the insurance principle can be applied generally to dental 
disease or dental treatment, although, as you know, a limited range of 
dental services is now included in the usual Blue Shield contract. 
However, there is an ever-increasing body of evidence and experience 
indicating that many types of dental health care can be economically 
prepaid or contracted for on a group program basis. The association 
has several experimental prepayment dental care or dental service 
benefit programs under evaluation at the present time and is contin- 
uing to urge its constituent societies to explore the possibilities of 
establishing additional pilot programs, particularly in the area of 
dental health care for children. 

One program of note is the labor-management sponsored pilot pro- 
gram for the children of members of the International Longshoremen’s 
and Warehousemen’s Union on the west coast. This program has been 
in operation for over a year and gives every indication that it will 
prove successful from both a health and cost st andpoint. 

While these pilot prepayment dental health care programs are not 
as yet perfected to a point where they could be utilized immediately 
by the armed services as a part of their dependent care program, we 
are hopeful that the experience gained from the programs now in 
operation will enable dental societies to develop acceptable programs 
in the not too distant future. We think the Secretary should not be 
precluded from considering such programs. Rather, we believe that 
he should have discretionary authority to participate in them if he 
should deem them an acceptable addition to the dependent care pro- 
gram. To accomplish this result, we recommend the following amend- 
ment to title Il of H. R. 9429: 

The Secretary of Defense, after consultation with the Secretary of 
Health, Education, and Welfare, may contract for dental health care 
for the wives and children of members of the uniformed services at 
civilian facilities under such insurance, dental service, or health plans 
as he deems appropriate. Participation in any plan authorized under 
this section shall be pursuant to regulations prescribed by the Secretary 
of Defense. 

This amendment would strengthen H. R. 9429 in two ways: First, 
it would permit the Secretary of Defense to include within a basic 
medical insurance plan the dental services which are presently avail- 
able to those who participate in health service plans such as Blue 
Shield. These services would include many oral surgical procedures 
performed by dentists in hospitals. 

Second, the amendment would permit the Secretary of Defense to 
extend to dependents at a future date a broader program of dental 
health care utilizing civilian facilities. 
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Should the committee decide to adopt the amendment recom- 
mended by the association, we request that the committee include 
in its report on H. R. 9429 a recommendation that the Department 
of Defense, through the Dental Advisory Committee to the Assistant 
Secretary of Defense (Health and Medical), conduct a continuing 
survey of methods for furnishing dental health care to dependents 
from civilian sources and that any recommendations of the Secretary 
of Defense for initiating a program of comprehensive dental health 
care for dependents from civilian sources give first priority to a pilot 
dental-health-care program for eligible children in keeping with the 
American Dental Association’s principles applicable to dental-health- 
care programs. 

On behalf of the association, I urge the committee to adopt the 
recommendations presented in this statement and summarized in 
appendix I attached to this statement. I also wish to express our 
appreciation for the opportunity of presenting our views and recom- 
mendations on this important legislation. 

Now, Mr. Chairman, I would like to present for the record appendix 
[ and appendix IT, which are attached. 

Chairman Russe.ui. The appendixes will be printed in the record 
of the hearings. 

The documents referred to are as follows:) 


APPENDIX I 
AMERICAN DeENTAL ASSOCIATION RECOMMENDATIONS ON H. R. 9429 


1. That section 203 be amended so that the Secretary of Defense will be per- 
mitted to contract with acceptable local dental sources outside the continental 
limits of the United States for dependents’ dental health care in the same manner 
and under the same conditions as proposed for dependents’ medical care. 

2. That the Armed Services Committee, in itsreport on H. R. 9429, request the 
Secretary of Defense to provide by regulation that dependents scheduled to go 
overseas be required to have their dental conditions treated before they depart 
for an overseas installation. 

3. That “remote areas within the continental limits of the United States where 
adequate civilian dental facilities are not available’’ within section 103 (h) (4), 
be strictly defined and identified in Department of Defense regulations. 

t+. That the word “inpatient’’ be inserted before the word ‘medical’ in line 
17 of section 103 (h) (4) (B) so that the pertinent phrase will read: ‘dental care 
as a necessary adjunct to inpatient medical or surgical treatment.”’ 

5. That H. R. 9429 be amended by adding a new section to title II to read as 
follows: 

“The Secretary of Defense, after consultation with the Secretary of Health, 
Education, and Welfare, may contract for dental health care for the wives and 
children of members of the uniformed services at civilian facilities under such 
insurance, dental service, or health plans as he deems appropriate. Participation 
in any plan authorized under this section shall be pursuant to regulations pre- 
scribed by the Secretary of Defense. 


ApPpENDIXx II 


AMERICAN DENTAL ASSOCIATION’S PoLicy STATEMENT ON MILITARY DEPENDENT 
CARE 


The American Dental Association is fundamentally opposed to any plan for 
providing federally financed health care to a particular class of persons unless there 
is reasonable justification for the Federal Government to assume that obligation. 
Within limitations, Congress may, of course, be justified in considering the pro- 
vision of health services for military dependents as an indirect form of compensat- 
ing certain categories of military personnel; therefore, whether the health care of 
military dependents should be financed in whole or in part by the Federal Govern- 





DEPENDENT MEDICAL CARE 


ment as an indirect form of remuneration for members of the Military Establish- 
ment or as a desirable emolument of their military service is, in the final analysis, 
a policy decision that should be left to the discretion of the Congress 

The American Dental Association, however, is concerned with the adverse 
effects that any plan for providing dependent dental care may have upon the 
quantity and quality of dental care available to personnel in active military serv- 
ice and, concomitantly, upon the balance that must be maintained between the 
dental manpower allocated to the military and that which remains to serve the 
civilian community. On the other hand, should Congress choose to authorize a 
program of dental care for military dependents to be provided by civilian dentists, 
the American Dental Association would, of course, be vitally interested in the 
method proposed for providing that care. 

Finally, the association believes that it has a legitimate interest 
Congress demand that all essential aspects of a plan for providing health benefits 
to military dependents be clearly defined and that the cost of the program be 
accurately estimated by those sponsoring the plan. The American Dental Asso- 
ciation, therefore, recommends that the following principles be applied to any 
proposal for providing federally financed dental care to dependents of military 
personnel: 

1. Should Congress decide that a program of federally financed health services 
for military dependents is justified as an indirect form of remunerating members 
of the Military Establishment or as a desirable emolument of their military serv- 
ice, the benefits of the program should be confined to those to whom that justifica- 
tion applies. 

2. The primary mission of military dental Officers is to maintain and improve 

the dental health of military personnel. More specifically, the military dental 
services are charged with the responsibility of confining to the practical minimum 
the loss of active duty time caused by dental disorders. No consideration should 
be given, therefore, to any plan which may require military dental officers to under- 
take assignments that would jeopardize their primary mission of caring for the 
dental needs of military personnel. 
3. During periods of extensive mobilization of citizens for military service the 
Armed Forces have experienced serious difficulty in providing adequate dental 
services to military personnel. During periods of extensive military mobilization, 
therefore, military dental officers should not be used to provide dental care to 
military dependents except within the following limitations: 

(a) To provide for the immediate critical needs of dependents in strict emergency 
situations. 

(b) To provide essential dental care to dependents in overseas installations and 
in remote areas within continental United States where civilian dental facilities are 
not available. Dependents scheduled to go overseas under military sponsorship 
should be required to bring their dental conditions to a state of maintenance. 

4. The meaning of ““emergency dental care,’’ ‘essential dental care,’”’ ‘‘remote 
areas,”’ and such other critical terms in any basic legislation authorizing dependent 
dental care should be strictly defined so that the emphasis will be upon a minimum 
use of military dental officers for the care of military dependents 

5. If the plan authorizes dental care adjunctive to medical or surgical treat- 
ment, that type of care should be strictly limited to hospitalized patients in 
accordance with the customary procedure for joining the efforts of medicine and 
dentistry in the best interests of the patient. The American Dental Association 
is opposed to any plan which places the physician in the position of deciding and 
prescribing what dental services a patient may need, 

6. Should Congress choose to authorize a program of dental care for military 
dependents to be provided by civilian dentists, that program would be acceptable 
only under the following conditions: 

(a) The dental services to be provided and the method of supplying those 
services should be clearly defined. The program contemplated should be formu- 
lated and administered in accord with the principles of the American Dental 
Association applicable to Government-financed dental treatment programs 

(b) Payment of fees should be determined by authorized representatives of the 
dentists who will render the dental services and should be consistent with the 
provision of a high grade of dental service. Fees should be paid directly to the 
dentists who provide the services. 

(c) Should the program envision extensive dental services, 
given to the treatment of children. 

7. The cost of services to be provided under any proposal for providing health 
care to military dependents should be accurately estimated by those sponsoring 


priority should be 
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the plan so that Congress will be able to determine whether that cost fits within 
present and prospective budgetary limitations. 

Chairman Russetu. Dr. Creig, I want to thank you for your 
statement. It brought to the committee a number of new suggestions 
that had heretofore not been made and some of your recommendations, 
at least, seem to be very reasonable. We appreciate your assistance 
on the bill. 

Senator Case, any questions. 

Senator Casr. No questions. 

Chairman Russe.u. Senator Ervin? 

Senator Ervin. No questions. 

Chairman Russe.ti. Thank you for your presence. 

Dr. Creig. Thank you very much. 

Chairman Russeii. The next witnesses represent the National 
Medical Veterans Society. Their points of view will be presented 
by Dr. Milo A. Youel, from San Diego, Calif., and Dr. Oscar B. 
Hunter, Jr., of Washington, D. C. 

[ am sure that the members of this committee will recall the very 
great assistance that was given to this committee in dealing with the 
doctors’ draft law by the spokesmen of this society, and we are glad to 
have you here now. 

You may proceed, Dr. Youel. 


STATEMENT OF DR. MILO A. YOUEL, REPRESENTING THE NA- 
TIONAL MEDICAL VETERANS SOCIETY, ACCOMPANIED BY 
DR. OSCAR B. HUNTER, JR. 


Dr. Your. Mr. Chairman and members of the committee: I am 
Dr. Milo A. Youel, a practicing physician and resident of San Diego, 
Calif. Iam here with Dr. Oscar B. Hunter, Jr., of Washington, D. C. 
We appear here today as representatives of the National Medical 
Veterans Society. We wish to express on behalf of the society our 
appreciation for the privilege of appearing before this committee 
once again. We hope that we may be able to clarify some of the 
problems of this legislation. 

H. R. 9429 represents a good contribution in bringing order out of 
a very complex problem. It represents a basic framework on which 
to develop a program for better medical care for service dependents. 
However, if this bill is enacted into law in its present form it will not 
assure the uniform and improved medical care that we are all striving 
for. 

Specifically, we are speaking of section 201 (c) which permits the 
Secretary of Defense to deny dependents in military areas the right 
to choose between civilian and military care. By a single phrase 
the bill is emasculated. If this authority to write regulations were 
put into force, these dependents would in effect become captive 
patients of the military. Spokesmen for the Army, Navy, and Air 
Force have testified that they are now taking care of approximately 
60 percent of the dependent care load and the remaining 40 percent 
do not have Government medical care available to them. Cost 
estimates for the civilian care provisions in this bill are based on this 
60-40 ratio, and it is stated that the proposed legislation does not 
contemplate any new expansion nor reduction in the medical facilities 
of the uniformed services. Yet every day hundreds of dependents 
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complain that at military establishments there is overcrowding, 
delay in appointments, and hurried examinations by harassed medical 
officers. 

If the present condition of dependent medical care in military 
facilities is continued the bill fails in its primary objective 

What are the objectives of this legislation? 

1. It is to provide a uniform and improved program of medical 
care for dependents of members of the uniformed services. 

2. It is to provide a career incentive for these members. 

3. [tis to prevent continuation of a discriminatory doctor-draft law. 

In order to accomplish the first two of these objectives, dependents 
must be furnished care that is comparable to the care that a man in 
civilian life can furnish his wife and children. Continuation of the 
doctor-draft law can only be avoided by placing the emphasis of this 
dependent care in civilian hands. 

Commander Slatinshek, when testifying before the House Armed 
Forces subcommittee, stated that care of dependents in facilities 
would reduce doctor-draft requirements. This amazing concept 
would be accomplished apparently by attracting and retaining more 
career medical officers. Yet, over two-thirds of the medical officers 
finishing residency training resign as soon as their obligated service 
is up. This is in spite of the fact that dependent medical care is a 
part of their residency training. We do not understand how military 
medical facilities can reduce the doctor-draft requirement by taking 
care of approximately 1,800,000 dependents, which is 60 percent of 
the total dependents. 

Another argument put forth by Commander Slatinshek urging care 
of dependents in military facilities was that such care would contribute 
to the primary mission of the medical officers. 

[t is difficult to understand how delivery of babies and taking care 
of children accomplishes this. Many members of our organization 
state a motivating reason for leaving the service was their dissatisfac- 
tion with this role of the service doctor. 

The question of relative cost between military and civilian care has 
been introduced as a major problem. 

I would like to clear up a misunderstanding about a statement | 
made before the House Armed Services subcommittee. I stated: 

It is our understanding that there is no system of cost accounting in the medical 
services which reflects total cost. 

To which statement Rear Admiral Hogan, when testifying before the 
same committee, took exception. He stated: 

This concept is erroneous. The Bureau of the Budget requires a summary of 
expenses listing every penny we spend in the hospital system. 

Now, I did not say that the military services did not have a system 
of cost accounting, but it was our concept that this accounting does 
not reflect total costs of medical care. 

Since this testimony I went to the naval hospital in my area, looked 
at the ledger, and discussed portions of the accounting system with 
the fiscal officers. Nowhere in these books is there an item of amor- 
tization or depreciation of buildings. I was told such costs are not 
included. Also missing are taxes and insurance. Cost of transporta- 
tion of drugs and supplies that are shipped via Navy transportation 
is not listed. No hospital cost is shown for hospital staff officers and 











138 DEPENDENT MEDICAL CARE 


enlisted men who were under transfer orders from one hospital to 
another. Their salaries, cost of transportation of families, household 
goods, et cetera, are again charged to Navy transportation and are 
not reflected in medical costs. There are also the patient workers. 
These people are convalescent patients who are up and about. They 
help on the wards by swabbing decks, acting as messengers, clerks, 
and helping maintain the upkeep of the grounds. The cost of these 
men’s services do not show up on hospital costs. Instead the hospital 
gets credit for a sick patient. 

This points to the really great difference in cost comparison. In 
computing military hospital costs no attempt is made to separate the 
cost of hospitalizing a dependent from the cost of hospitalizing a 
serviceman, and again, no distinction is made between the large num- 
ber of ambulatory patients who cost little or nothing to hospitalize 
and the acutely ill patient who requires all the facilities of a modern 
hospital and around-the-clock attendance. Cost of hospitalization 
‘e r day is arrived at by taking the ‘“‘total’’ operating cost, and dividing 
by the total number of patients carried on the sick rolls. No wonder 
the cost per ds ay looks so low. 

Fifteen dollars and forty-eight cents which was quoted for fiscal 
1955 as the cost per patient day in military hospitals thus ane not 
represent the cost of hospitalizing a dependent for obstetrics or for 
surgery, any more than, say, $3.47 which might be an average of the 
rates of all classes of hotels in Washington, represents the cost per day 
at the Mayflower. 

Let’s look at total cost another way. Last year the private United 
States citizen (Bureau of Commerce statistics) paid $63 per capita 
for medical, dental, and drug bills. The medical departments of the 
Armed Forces received $818 million. With 2.8 million men under 
arms and the services caring for an estimated 60 percent of 3 million 
dependents, that is, 1.8 million, a total of 4.6 million people were 
eared for. This amounts to $177.70 for each serviceman and each 
and every dependent. 

At this point I would like to add a little something. 

We appreciate that there are additional thousands of men, civil- 
ians, civilian workers in certain areas and veterans and other classes 
of civilians, that are cared for by the Military Establishment. Yet 
this figure, I think, is rather startling. 

In testimony before the House subcommittee I submitted evidence 
that the civilian medical facilities in the San Diego area could handle 
any portion of the dependent medical load. This statement was 
challenged by Admiral Hogan. He used a report of the San Diego 
Community Welfare Counc il on C ommunity Resources in the Field ‘of 
Health to support his contention that the civilian facilities in the San 
Diego area were inadquate. 

I am egg Mr. Chairman, for the record a copy of a letter 
from John H. Gorby, chairman of the health division of the Com- 
munity Welfare Council of San Diego County. Regarding hospital 
facilities Mr. Gorby stated that there was, and still exists, at least 
250 beds available for use without exceeding an 80-percent occupancy 
figure. 

(The letter referred to is as follows:) 
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La Mesa Comat ay HosPITAL, 
La Mest f Ap il 6. 1956 
Mito A. Yougn, M. D., 
33 A Street, San Diego, Calif 

Dear Dr. YovuE.: I am the chairman of the health division of the San Diego 
Community Welfare Council. Under date of Dece nti r 1955 my division issued 
an interim report of the health resources of San Diego County. 

1 would like to emphasize that this report was an interim report only. The 
data was gathered from the hospitals in the area and is correct. The average 
occupancy for the 6-month period ending June 30, 1955, was 69 percent. The 
optimum figure for hospital occupancy is 80 percent. Therefore, of the 2,37: 
civilian beds available in San Diego County, there was and still exists at least 
250 beds available for use without exceeding the 80 percent occupancy figure 

Our questionnaire asked the opinion of hospital administrators as to the need 
for more beds. Five men stated that there was a need for more beds. In th 
nterests of accuracy I should state that these men were from Oceanside, Carlsbad, 
Chula Vista, Fallbrook, and Escondido. In each instance, these areas have plans 
rapidly underway for a total expansion of papenenen ‘ly 179 beds 

Subsequent to the report dated December 1955 the Hillside Hospital in San 
Diego announced an expansion program of 125 beds. Ground has already been 
broken for this project. 

Very truly yours, 
Joun H. Gorsy, 
Chairman, Health Division, Community Welfare Council, 
San Diego County 

Dr. Youre. Admiral Hogan also questioned the ability of 387 San 
Diego physicians (his estimate) to care for the dependent medical 
load. Using his figures the results of our questionnaire previously 
reported, still indicate that the civilian physicians can take care of the 
overload of dependent medical care in that area. 

Handling of this overload can be accomplished only if there is free 
choice of physician. Free choice of physician remains the axis about 
which this legislation could operate to the benefit of all. 

I would like to read an excerpt from a letter I just received from 
Mrs. Delores Stockman, secretary, Navy Wives Club No. 140, dated 
March 21, 1956: 

We're very much interested in outpatient care with free choice of hospital and 
physician. You see, being wives and mothers, we feel the only real cost of our 
health to the Government is childbirth. This is usually always considered out- 
patient care. Usually we wives never see a doctor unless it is for childbirth or 
possibly an accident. It certainly would save a lot of wear and tear on a future 
mother to know that, no matter where she was, she could enter any hospital and 
have her baby. 

This, we have found, is typical of the feeling of the service wives. 

The three Surgeons General, in expressing their opposition to full 
freedom of choice of the dependent, showed their concern regarding 
the ability of their doctors to compete with civilians for outpatient 
care. All of us, who have been in the service and are now in private 
practice, have learned not to fear free competition. We welcome it. 
It raises the standard of medical care. Every conscientious doctor, 
in uniform or out, wants his patients to get the best care available. 
This can be accomplished only if all avenues are open to the patient. 
With free competition, the patient becomes the winner, and, of course, 
that is what this bill is after. 

In conclusion we wish ‘. reitcrate: 

The National Medical Veterans’ Society is wholeheartedly 
behind a program which will provide more adequate and uniform 
care for dependents of the armed services. 






























































































































































































140 DEPENDENT MEDICAL CARE 





Z Military facilities are inadequate, and the doctor-draft 
discriminatory. 

3. We believe the best answer to this problem is a hometown care 
type of plan providing service contracts. The Department of Defense 
and the civilian physicians should negotiate these contracts through 
a neutral intermediary. 

4. Patients should have free choice of civilian or military medical 
care to accomplish the purpose of this proposed legislation. 

Mr. Chairman, with your permission I would like to make one 
additional point. 

Chairman RussEL_L. You may proceed. 

Dr. Yourn. Perhaps you were wondering why we are so concerned 
over the possibilities of this one clause that restricts or could possibly 
restrict the free choice of medical care which emphasizes care in 
mili tary installations on a facilities-available basis. 

We share the same fear that you expressed this morning about the 
benefits, veteran benefit expansion, extension of medical benefits to 
dependents by statute will lead to further expansion of military 
medical facilities unless it is specifically limited. 

| would like to read from yesterday’s House Congressional Record. 
The bill before the House was on military appropriations including 
appropriations for hospitals, and I quote from page 5585: 


is 


Several weeks ago we passed a bill unanimously to provide additional 

dical services for dept ndents of me nm in the service, We wisely did sO Me n 

are in the service in all parts of the world, serving their country, must know 

ependents are taken care of. The gentleman from Georgia (Mr. Vinson) 

indled that bill, and it was a very, very fine bill, and it was passe od unanimously 
Naturally, that bill will require additional hospitalization * * 


Already, before the Senate has even passed this bill, there was talk 
on “vi floor of the House about requiring additional hospitalization. 

Chairman Russeutui. Well, the gentleman from Massachusetts, 
Mr. Mo orn is a very able and well-informed Member of the 
Congress. om tastena: of course, that he does not serve on the 
\{rmed Services Committee. I would be very much surprised if any 
member of that committee had made a statement of that kind. Of 
course, he is entitled to his opinion, and he is a very influential Member 
of the House. 

Dr. Yovre.. Yes, sir. 

Chairman Russevu. I may say that to my mind you have made the 
most persuasive argument in favor of the free-choice matter to date. 
All the other statements have been in the abstract. You have brought 
forth supporting facts and statements from service yikmire 

Ve ry fr: ankly, it is my ag that we ought to try this bill in pretty 
much the shape it is in now. I do not know what the committee will 
do with it; but if it does develop that it does call for expanded facilities, 
or does not give the care to the dependents of the personnel in the 
services that they are entitled, due to the fact that they have not time 
to do it, then we better try something else. 

However, I cannot conceive of the Secretary of Defense providing 
regulation under this provision that would deny what you might call 
freedom of choice in an area where there were limited hospital facilities 
for the servicemen in the area. 

If he did, I think he would be abusing the discretion vested in him, 
and I have no objection to saying that. 
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Dr. Yount. I| believe that our fears are based oh the experience, on 
what happened in the veterans’ legislation. 

Chairman Russe.u. Yes, sir; but in the veterans’ legislation that 
fear was well grounded, but in this we are trying something new, 
because if we employ the Blue Cross and Blue Shield, as I assume they 
will be utilized by the Department of Defense, it is going to open up a 
whole new field in this country to thousands of people that will go 
through it every year. If your personnel in the services are processed, 
bring them into contact with that, and it is my judgment that in the 
long run it is going to help the private facilities and the doctors 

Dr. Yousrt. I belive so, too. 

Chairman RusseEuu. I certainly devoutly hope so. 

Senator Case? 

Senator Case. Mr. Chairman, I think the chairman has already 
expressed my thoughts with regard to the sharpness with which this 
doctor has presented his arguments. I would like to ask a question 
with respect to his cost figures. 

I note that on page 3 of his statement Dr. Youel has cited $15.48 
as the 1955 estimate of the cost per patient day in military hospitals 
which, as he points out, does not include certain things like trans 
portation, the cost to transport drugs and supplies as well as the trans- 
fer of patients. 

I was wondering if you had any figure which might suggest the 
overall total cost. We realize you do not have that, but if you could 
vet it 

Dr. Yovre,. You mean military cost? 

Senator Casg. Yes; the true military cost. Your suggestion is that 
this $15.48 does not give the true cost. 

Dr. Your.. I know of no way of arriving at it because, from what 
little contact I have had with the accounting systems in the military, 
there are so many different budgets and places where money comes 
from. 

For example, in a big organization like the Navy, it seems perfectly 
proper to ship drugs and supplies by the same means as you ship 
anchors and everything else; and yet it becomes covered up and it 
makes it most difficult, and I think impossible, to arrive at a really 
true figure. 

Senator Casz. Of course, you realize that the depreciation and the 
amortization of buildings which are in being and which the military 
already bave, that would be there whether you had the cases there or 
not. 

Dr. Youru. That istrue. However, as time goes on, there are going 
to be requests for more facilities. 

Senator Casz. What is your suggestion as a comparable per patient 
day cost for patients in hospitals, in civilian hospitals? 

Dr. Hunter. About $19.81 is the cost in this area, for example. 
They vary in different parts of the country. 

Dr. Youve. In southern California at the present time it is a little 
over $22 per day. That hospitalization does not include the cost of 
the doctor’s services. 

Senator Cass. Well, does this $15.48 figure include the cost of 
doctor’s services? 

Dr. Your. In the service; yes, sir. 
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Senator Case. Mr. Chairman, have the hearings I have not at- 
tended developed any more specific costs? 

Chairman Russetu. They have not, Senator Case, but representa- 
tives of the Department of Defense have told the committee that they 
would undertake to get some figures that would at least have some 
estimates of amortization cost whic h, as you point out, would be there 
anyhow, but Dr. Youel stated that if they did build the building for 
the purpose of dependents as patients, that cost, of course, should be 
included in arriving at any figure. 

The Department contends that they are only going to utilize the 
hospital facilities of the Department in cases where there are vacant 
beds not being utilized by service personnel. 

Senator Case. Is that to be considered as a guaranty for the 
guidance of the Subcommittee on Real Estate and Military Con- 
struction? 

Chairman Russe. I hope it will be. You are a member of that 
committee and so is Senator Stennis, two of the most stalwart mem- 
bers of that committee, and I might say off the record 

Discussion off the record.) 

Chairman Russguu. I hope it will be used for the guidance of that 
subcommittee in the building of any property that might be done 
under pressure for dependents’ care. 

Captain Martineau. If I may amplify the statement I made this 
morning: I submitted the testimony this morning that the total cost 
in the military for fiscal year 1955 for caring for dependents in all the 
military medical facilities was some $97 million. 

Now I am informed by the Comptroller that that reflects operating 
costs that include the following: Salaries, supplies and materials, 
subsistence supplies, furniture, furnishings and equipment, and other 
expenses, such as fee payments for medical services, contract charges 
for utilities, travel and per diem. 

Now, Ll indicated to the chairman that we would attempt to furnish 
some amortization costs. That is going to be a difficult task to do. 

However, after my testimony I ae with the representative of the 
Blue Cross, Mr. Van Steenwyvk. I do not attempt to speak for him 
now since he is not here, but Mr. Van Steenwyk indicated to me that 
the cost estimates that were submitted this morning by the Blue Cross 
did not include amortization nor capital costs either, those also were 
operating costs. 

Chairman Russeiu. Do you have anything further, Doctor? 

Dr. Your. Yes, sir. 

In arriving at those figures, that is just an estimate; is that not 
correct? 

The information I had was that at the Naval Hospital at San Diego 
they did not divide cost of care of dependents separated from the cost 
of care of servicemen, that it was only an estimate. 

Chairman Russe.u. That would present a considerable bookkeep- 
ing problem. 

Dr. Your. Yes, sir, but nonetheless, the figure arrived at can be 
very erroneous unless you do it that way. 

For example, I have a report from the 11th Naval District. Last 
year when this bill was scheduled to come up, I asked if they would 
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send me a report of the previous month on the amount of dependent 
care that was in the southern California area, and they sent me a 
report as of March 1955, and they have listed here only 38 doctors 
who were assigned to dependent clinics of the naval hospital at San 
Diego, Camp Pendleton Naval Hospital, and the North Island 
Naval Air Station, 38 doctors full time, and 10 additional doctors part 
time, or a total of 48 doctors. 

Well, obviously there are many, many more medical officers spending 
part of their time to take care of these outpatient visits, a total of 
29,000 outpatient visits, and 7,000 dependents’ hospital-days. 

My point is that I do not see how, without actually dividing costs, 
you can arrive at any figure that really means anything. 

Chairman Russeuu. Well, of course, under existing law these de- 
pendents are entitled to this care where it is available. 

Dr. Your. Yes, sir. 

Chairman RussE.u. So, this is not giving them anything new from 
that standpoint. 

Dr. Youru. No, sir. 

Chairman Russeutu. They are already getting that today unless 
we repeal those laws. 

Thank you very much, Dr. Youel. 

Senator Case. Mr. Chairman, it occurs to me that in getting these 
figures from different sources this way, just orally, it is a little difficult 
for me at least and possibly for other members of the committee to 
put them together. 

Possibly the staff will be able to assemble them and give us some 
comparative figures if the data offer that opportunity. 

Chairman Russe. I am frank to tell you, Senator Case, I do not 
believe that even our efficient staff with the aid of all the armed 
services can give you any exact figures that would break down this 
thing to where you could tell the exact cost of dependents’ care as 
distinguished from the general care of the average patients in the 
hospital. 

It would require months of auditing, if ever, to develop those figures. 

We have some figures that have been given us that were the best 
estimates of the witnesses who have appeared. 

Senator Case. Without disparaging the ability of the staff at all I 
agree with you but I do think it would be better than individual pres- 
entations. 

Chairman Russetu. We will have all that are available subject to 
our scrutiny. 

The next witness is an old friend and associate of the committee’s 
even though he appears here today in a new role. 

It is Rear Adm. H. A. Houser, United States Navy, retired, who 
served so well and ably as director of legislative liaison for the De- 
partment of Defense prior to his retirement. 

Come around, Admiral. 

He is not here representing the Defense Department today. He is 
representing the Retired Officers Association. 

Have a seat, Admiral. 
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STATEMENT OF REAR ADM. H. A. HOUSER, UNITED STATES NAVY 
RETIRED), REPRESENTING THE RETIRED OFFICERS ASSOCIA- 
TION 


Admiral Houser. Thank you very much, Mr. Chairman. 

As the chairman indicated, I am Rear Adm. Harold A. Houser, 
United States Navy, retired. I appear as a representative of the 
Retired Officers Association with headquarters here in Washington. 

Mr. Chairman, I would like to read a very short prepared statement 
if I may, sir. 

Chairman RussEutu. You may proceed, sir. 

Admiral Hovusrr. The Retired Officers Association is grateful for the 
opportunity to appear here today on the question of medical care for 
dependents of the uniformed services. 

The association is keenly aware of the concern of the Congress as 
to this matter and also of the interest of the individual serviceman. 
The attractiveness of military service in peacetime is to a great extent 
dependent upon the solution of this problem. 

It is the opinion of the association that the enactment of the bill, 
H. R. 9429, would constitute a major step in that direction. 

Dependents of both active and retired servicemen have been 
receiving medical care with the implied or expressed consent of 
Congress since the earliest days of our Nation. 

Traditionally, such care for dependents has been understood by 
servicemen, by the public and by previous Congresses as an emolument 
of service and as an additional incentive that tends to offset the 
generally lower scale of pay given servicemen when compared with 
those in civilian life. 

Every active career serviceman or woman naturally looks forward 
to the day when each may become a retired person. 

The Retired Officers Association is pleased to note, therefore, 
that there is authority in the bill under consideration whereby the 
dependents of retired personnel, in general, may avail themselves of 
the insurance, or group health program which the proposed legislation 
contemplates. 

The association would like to invite the attention of the committee 
to the fact, however, that there is a group of retired officers whose 
dependents would not be entitled to the medical care provided in H. R. 
9429, namely, those retired under title III, Public Law 810, 80th 
Congress. 

There are approximately 8,500 of such retirees—all nonregulars 
who, under certain prescribed conditions, are retired upon reaching 
60 years of age. 

These officers constitute the career Reserve group. 

It is the view of the Retired Officers Association, expressed in a 
formal resolution adopted at its last convention, that Reserves retired 
under title IIT. Public Law 810, 80th Congress, now excluded from 
medical-care privileges, should obtain equality of treatment in this 
respect with retired members of all of the armed services. 

At present the Army and Air Force exclude retired Reserves and 
their dependents from medical care whereas the Navy and Marine 
Corps furnish such service to both the retired Reserve and their 
dependents. 


DEPENDENT MEDICAL CARE 145 


Both the Moulton and Strauss Committees (appointed by the 
Secretary of Defense) recommended that the Army and Air Force 
retired reservists be given hospital and medical benefits comparable 
to those accorded other retired military personnel. If medical care 
is to be provided to this group, it is felt that their dependents should 
likewise be furnished such service. It is recommended that the bill 
be amended accordingly. 

Enactment of the bill, H. R. 9429, with the amendment above 
recommended, would, in the opinion of the Retired Officers Associa- 
dion, carry out the purpose of the bill as stated in section 101 which 
is: 

To provide an improved and uniform program of medical care for dependents of 
members of the uniformed services. 

The Retired Officers Association thanks the committee for affording 
it the opportunity to present its views here today. 

Chairman Russetut. We thank you for your concise and cogent 
statement. 

Senator Case? 

Senator Case. No questions. 

Chairman Russetut. Thank you very much, Admiral. 

Glad to see you again. 

Admiral Houser. Thank you very much, sir. 

Chairman Russetu. Next witness is Mr. Bernard Weitzer, who is 
the national legislative director, Jewish War Veterans of the United 
States. 

Come around, Mr. Weitzer. 


STATEMENT OF BERNARD WEITZER, NATIONAL LEGISLATIVE 
DIRECTOR, JEWISH WAR VETERANS OF THE UNITED STATES 


Mr. Werrzer. Mr. Chairman and members of the committee, 
I appreciate this opportunity to appear on behalf of the Jewish War 
Veterans of the United States of America in regard to this bill. 

I have appeared on previous occasions in regard to many other 
bills affecting the strength of the Armed Forces of the United Seger 

Before we “get into my prepared statement I simply wanted to sa) 
that I have been quite disturbed by some of the testimony I ne ms 
earlier this afternoon on the part of the hospital men and the dentist 
and the doctors. I don’t want to impugn their patriotism or their 
solicitude for the Armed Forces, but they certainly seem to be thinking 
more about their own problems than they are about the problems of 
the Armed Forces and I think tbat is quite proper. 

But I tried to follow the doctor who just testified who wandered off 
into the field of accountancy which I think is pretty far removed from 
medicine, and I notice that he said taxes were not included in the 
costs of the Army and the Navy or Air Force hospitals. 

Well, I do not know how the Government can pay taxes to itself. 
I mean it is just run at cost. And when he referred to the use of 
ambulatory patients who do not get any money for the help they 
render to their less fortunate fellow servicemen because they are able 
to get around, I do not see how he expects to include that or the trans- 
portation of personnel and furniture of men that are concerned. 

I do not know that he is talking about doctors or not. And in the 
figures that he referred to, there was no reference whatsoever to the 
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dependents of retired personnel, so I know this committee is pretty 
careful and has a very fine staff. ; 

I hope and know that they won’t be misled by the atte mpt to inject 
as facts and figures what to my mind is pretty largely imagmation 
except for some figures that were tacked on to them. 

I have had a little experience in business over the past 40 years and 
[ do not believe that any accountant would accept as things to go on 
the figures that were quoted by the doctor from San Diego. 

The importance of the bil] before your committee, H. R. 94: 29, has 
been highlighted, this week, by the letter from President Eise nhower te 
the President of the Senate and to the Speaker of the House. 

And also the letter which he included there from the Secretary of 
De fense. 

These letters which appeared widely in the public press and through 
commentators on radio and television, brought home to people all over 
the Nation the necessity for attracting more men into the armed 
services and getting more of the officer personnel and the enlisted 
personnel to make their lifetime career in the armed services in defense 
of our country. 

Such careers cannot come about through compulsion. At the 60th 
annual national convention of the Jewish War Veterans of the 
United States of America held in Miami Beach, Fla., October 24-30, 
1955, we passed resolutions dealing with legislation within the scope 
of your committee, the objective of which was to improve the morale of 
the Armed Forces and thereby attract recruits more readily and 
improve the reenlistement rate. 

The time has arrived to realize and to act upon the knowledge that 
free enterprise applies as strongly to individuals as it does to business, 
when the individual is seeking a job and a career. When you see one- 
fourth page and one-half page and full-page advertisements by indi- 
vidual companies selling the desirability of working for that particular 
company, indicating the high wages, the attractive working conditions, 
the opportunities for advancement and fringe benefits almost innumer- 
able, it is clear that our Armed Forces have real competition to meet. 

This competition exists, not only when a recruit enlists or a pros- 
pective cfficer is considering a commission which he may get after 
the proper training but it continues at the end of each enlistment or 
whenever the officer may have an opportunity to resign. 

And it is well to remember that the competition has an effective 
aid in the wife of the young officer or enlisted man. She naturally 
wants for her husband and her family, the comforts of life which her 
friends who have married are enjoying as civilians in everyday life. 

Your committee, through amendments to the career incentive pay 
bill, has already taken important, helpful steps toward the needed 
objectives. More is probably necessary to meet the keen competi- 
tion for manpower, particularly in the highly specialized fields where 
special skills in short supply are required in both industry and in the 
Armed Forces. 

H. R. 9429 which aims at the improved medical care for dependents 
is a most important factor in making enlistment more attractive, re- 
enlistment more likely, and careers for officer personnel more certain. 

Medical care for members of the Armed Forces and their dependents 
has long been an established practice. This benefit, termed in the 
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business world a “fringe benefit’? has become, in recent years, an im- 
portant one among business organizations of all kinds to attract 
desirable employees, to increase the loyalty, the stability of employ- 
ment, and to insure a friendlier relation between employees and 
management; 

Thus the business world has recognized and put its stamp of ap- 
proval upon a practice long established in the Armed Forces and 
boards of directors recognize this fringe benefit as a help to the profit 
and loss statement. 

The increase in the size of our Armed Forces in this era as com- 
pared to the size of our Armed Forces between World Wars I and I] 
has made more difficult the problem of giving adequate medical 
care to dependents and, of course, it has ballooned the cost of rendering 
such adequate medical care. 

It is only natural that such costs become a major factor in prepar- 
ing the national budget. 

It is proverbial that budgetmakers tend to hold the dollar close to 
the eve. In consequence, they may well overlook the beneficial 
results which the expenditures on medical care for dependents produce. 
It is scarcely necessary to remind your committee that as you in- 
crease the attractiveness of career service in the armed services, 
recruitment costs decrease and as the reenlistment rate goes up, 
recruitment needs go down. From thai standpoint, the money 
spent is likely to produce an overall saving in the budget. 

Another factor to consider is that the more complex military equip- 
ment we now use requires better trained and more experienced per- 
sonnel. And also the larger numbers of personnel put our Armed 
Forces into competition for manpower with a wider range of jobs 
and professions in our civilian economy. 

The costs of training a military man have gone up tremendously 
and consequently each individual who has gone through such training 
represents a sizable investment which is well worth conserving. This 
investment grows in value with each reenlistment. 

At the same time, the reenlistments of men in their middle twenties 
produce Armed Forces with a considerable number of married men and 
families. To hold such men, the sense of security and satisfaction 
of the man and his family makes proper medical care a greater neces- 
sity than ever before. This is important when a man is living at or 
near a military installation with his family, and even more important 
when his military assignment separates him from his family. 

It is a certainty that the individual who is confident that his family 
will, at all times, get proper medical care, will be a more effective 
military man and thus will contribute, greatly, to our national defense 
effort. 

Probably the best way to assure adequate medical care for depen- 
dents would be for the doctors in the Armed Forces to render the 
medical service. We recognize that this is not feasible or practicable 
for a number of reasons. 

But in whatever fashion it may be decided to perform the needed 
medical services, by medical insurance policies, or contracts or any 
other method which may be decided, we urge that no part of the cost 
of such contracts except possibly subsistence charges in the hospital 
should be paid by the servicemen. 
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No matter how inclusive such medical contracts or insurance 
policies may be, many misunderstandings regarding coverage are 
bound to arise, some justified and some unjustified. 

As a consequence, you will have a dissatisfied dependent and a dis- 
satisfied serviceman. Any lost reenlistment will represent a cost far 
outweighing the premium deducted from the serviceman’s pay. Talk- 
ing about the premium that might be charged for part of the medical 
cost away from service installations. 

In addition, the cost of the accounting involved may well be greater 
than the reimbursement from service pay deductions. 

And I might say at this point, gentlemen, that I have no fear that 
the Secretary of Defense is going to try to increase the size of the 
Medical Division of the Armed Forces or increase a lot of hospitals, 
because they are a headache and I think he will be very happy if he 
can get a satisfactory contract or have the medical services handled 
outside of the medical installations where that is necessary. 

On behalf of the Jewish War Veterans of the United States of 
America, I respectfully urge that you pass a bill which is focused on 
the fundamental objectives of more enlistments and reenlistments 
through adequate medical care for dependents rather than cloud the 
issue by trying to cut out a few dollars from this vital factor in the 
cost of national defense. 

Thank you very much. 

Chairman Russetxi. Thank you for your helpful statement, Mr. 
Weitzer. 

Senator Case? 

Senator Casze. No questions. 

Chairman Russgexu. Thank you. 

Mr. Werrzer. Thank you, Mr. Chairman. 

Chairman Russeuy. The next witness is the editor of the magazine 
National Defense published in Arcadia, Calif., Mr. J. M. Hoeppel. 


STATEMENT OF J. M. HOEPPEL, EDITOR OF NATIONAL DEFENSE, 
OF ARCADIA, CALIF, 


Mr. Horppext. Mr. Chairman and members of the committee, my 
name is John M. Hoeppel. I have been printing a National Defense 
paper for officers and men retired from the armed services for the past 
28 years. 

I enlisted in the Army 58 years ago. I have made it my business in 
my periodical in all my life service “to be loyal to the national defense 
and to do everything I possibly could to aid retired enlisted men in 
their penne and also the problems of the enlisted men in active 
service 

I came here from California primarily to present the viewpoint of 
the retired enlisted men in reference to certain provisions in this bill 
which are discriminatory and highly unfair, based upon our period of 
service. I myself have credit for 45 years’ service. Others have 
equal credit, and I would like to read, to give you an outline of the men 
I represent, the quality of service which they rendered, and then I 
would like to call your attention to the discrimination whieh exists in 
this bill against those of us who served our Nation in the Spanish- 
American War and thereafter. 
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| have an official report from the secretary of a national veterans 
organization in which he informs me that there are 882 enlist a mel 
on the retired list of the Navy who retired with 30 years 


ry ice 
He continued further: 


It would be my guess that a mere handful would have had any double time only 
for a period of 11 months 28 days for the period of the Spanish-American War 


Now because these men served under Admiral Schley and Dewey, 
the Battle of Santiago, and in Manila, this bill discriminates against 
them in reference to hospitalization, as I shall show you in a moment. 

I have here another letter quoting President Me Kinley v in which he 
praised our service in the Philippines. I will read his statement. | 
request that this statement be made a part of the record. 

It is as follows: 

War DEPARTMEN 
GENERAL DEpoT OF THE QUARTERMASTER’S DEPARTMENT, 
Washington, D. C., November 6, 1909. 

Str: I am directed by the Quartermaster General of the Army to forward b 
registered mail, in the address given below, a bronze medal numbered 
was authorized by the act of Congress approved June 29, 1906, to be presented to 
those men of the Volunteers and certain of the Regular troops of the Army of the 
Philippines who were enrolled and enlisted for the war with Spain, and who served 
beyond the term of their enlistments to help suppress the Philippine Insurrection. 

In a cablegram dated July 1, 1899, to General Otis at Manila, the President of 
the United States conveyed the following expressions of appreciation for the mili- 
tary service thus rendered: 

“The President desires to express, in the most public manner, his appreciation 
of the lofty patriotism shown by the Volunteers and Regulars of the Eighth 
Army Corps, in performing willing service through severe campaigns and battles 
against the insurgents in Luzon, when, under the terms of their enlistments 
they would have been entitled to discharge upon the ratification of the treaty 
with Spain. This action on their part was noble and heroic. It will stand forth 
as an example of the self-sacrifice and public consecration which have ever charac- 
terized the American soldier. 

“In recognition thereof I shall recommend to Congress tl 


that a special medal 
of honor be given to the officers and soldiers of the Eighth Army Corps who per- 


i 
formed this great duty voluntarily and enthusiastically for their country.— 
William McKinley.’ 


Very respectfully, 


$133 which 


M. Gray ZALNICK, 
Major and Quartermaster, United States Army. 

This communication is addressed to the individual who performed 
the service. There were probably 4,000 or 5,000 of our group who 
did. This is what President McKinley’s letter says: 

The President desires to express in the most public manner his appreciation 
of the lofty patriotism shown by the Volunteers and Regulars of the Eighth 
Army Corps in performing willing service through severe campaigns and battles 
against the insurgents in Luzon when under the terms of their enlistments, they 
would have been entitled to discharge upon ratification of the treaty with Spain. 
This action on their part was noble and heroic. It will stand forth as an example 
of the self-sacrifice and public consecration which has ever characterized the 
American soldier. 

He continues on in the next paragraph that they were being given 
a special Medal of Honor for this service. 

Notwithstanding what I have just stated, the individuals in the 
Department of Defense who I understand drafted this bill, have 
discriminated against us by denying us the right to mandatory 
hospitalization, as this bill provides, for men who never left the safe 
confines of the United States. 


75960—_56——11 
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We suffered malaria, vellow fever, typhus fever, smallpox, dysen- 
tery, some of which remained with our men until they died. 

The more hardy lived through it and quite a number are still 
living 

[ want to say that even in my own case we were furnished the 
so-called Algers embalmed beef and hardtack with maggots in it. 
This is the kind of service we rendered in 1898 and thereafter. 

Yet notwithstanding this in title III in section 301 it provides that 
men who served 30 years of active service, even though they performed 
all their services, some of them I know, in a recruiting station, they 
are given priority in medical treatment over those of us who served 
in battle. 

I am asking that this section be amended to provide 

Chairman Russgeuu. I have some copies here if you can’t find it, 
Mr. Hoeppel. 

Mr. Horppet. I have it right here somewhere. 

Amendment to title III: section 301 of this title should be amended 
by striking out line 4 on page 12, and substituting therefor— 

Thirty years of active service, double time service to be counted double for 
this purpose, shall upon request be— 

I merely inserted the words that “double time shall be counted 
double for this purpose.” 

Unless this amendment is accepted and inserted at this point, 
those of us who served in war and who gained double time fighting 
in the Philippines, in Cuba, and the Boxer Rebellion, will be discrimi- 
nated against and the stay-at-homes will have priority in medical 
treatment over us. 

Not only that. Aliens will have priority in medical treatment over 
those of us who served in war. I will show in a moment, how aliens 
will be getting preference in medical treatment, as contemplated in 
this bill. 

My own granddaughter, recently married to a serviceman, will 
receive priority in medical treatment over myself and all these other 
men with whom I served. 

| have several other things to present but I respectfully request that 
this amendment be included in the interests of justice to approximately 
3,000 men who yet survive. 

Now there is another feature. This bill, Mr. Chairman, is unfair in 
several respects. On the first page it says it is intended to create and 
maintain high morale throughout the uniformed services. 

As it is written, it will do nothing of the kind. It will in fact detract 
from the standard of efficiency and morale which we now have which 
[ will explain to you as I go on. 

But I have one more amendment to offer here in reference to the 
retired enlisted men. 

In section 202, page 9 provides that ‘‘The Secretary of Defense may 
“provide for us hospitalization in civil hospitals.” 

The word “shall” is not there. In the opening title the law says 
that the Secretary of Defense shall provide medical care for depend- 
ents. That takes in my wife as I assume it and my granddaughter 
who recently married a soldier, but I myself, [ am not sure whether or 
not the Secretary of Defense is going to issue orders that I may have 
‘ivil hospitalization 
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Then in the same paragraph, continuing on, there seems to me to be 
some subtle effort here to ditch or sidetrack the retired personnel of 
the armed services. 

On page 10, line 7, it stipulates what the cost should be; provided 
the Secretary of Defense provides for us to receive medical care in a 
civil hospital. 

It states: ‘The charge shall not be less than the payment required 
of dependents.” 

That provision should be changed so that the payment should not 
be more. Unless that is changed, if the Secretary of Defense author- 
izes retired personnel to have civil insurance, this gives him the right 
to charge us more than will be charged my own granddaughter or my 
wife. 

That provision should be changed so that if we are given that right 
for civil hospitalization, we shall not pay more than does the dependent 
of an enlisted man in active service. 

Mr. Chairman, I have concluded—as far as the retired man is con- 
cerned, with this one exception. 

I know that we retired men, officers and men both of whom I serve 
through the medium of my paper, we are willing to pay for civil hos- 
pitalization, and I contend that this charge which is set here in the 
report that we should pay only $25 for each admission—it is pre- 
posterous. It is too small an amount. We should pay more than 
that, or in lieu of that, we should pay a percentage of our retired pay. 

Congress is going to be criticized if they pass this bill as is. 

Under the provisions of this bill as is, the wife of the Chief of Staff 
will be enabled to be hospitalized in a civil hospital for a total charge 
of 7 cents per day for a period of 1 year. 

Now that is unfair. I contend that there should be some differen- 
tiation between what an enlisted man pays and what an officer pays. 

You can raise the officer’s civil hospital charge to the upper limits, 
he is not going to leave the service. 

In fact we are now trying to force many of them out of the service. 
There is a bill in Congress to that effect right now. But it is the 
enlisted men that we want to hold, and 1 know the problems of the 
enlisted man from my own experience and from my continuous con- 
tact. Wherever I meet an enlisted man I quiz him, I get the high 
spots, I know what is wrong with the services. 

I am sorry I cannot give you and the members of the committee 
the full details but if you should want a real story how to build morale 
in the Army, in the Navy Department, et cetera, while I am here | 
would be pleased to present a brief and appear before the chairman 
and the committee in executive session and give you some highlights 
how we can build morale, 

I don’t know why we should try through the National Government 
to more or less initiate a form of social medicine. This bill has a 
tendency to be adjudged as the opening wedge toward social medicine. 

For instance, on page 3 we are providing for medical care for the 
parents and parents-in-law of veterans. 

Now that may be justified in case of enlisted men where they 
receive such little pay. 

I will go for that. But not in the case of officers. 

Under the provisions of this bill as shown on page 8, officers and 
their dependents will only be required to pay $25 for each hospitali- 
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zation entry. In other words, a private in the Armed Services, he 
will pay over 30 percent of 1 month’s pay to have his wife treated in 
a hospital. 

A master sergeant will pay about 11 percent of 1 month’s pay for 
the right of a dependent to be treated in a civil hospital. 

Officers in the higher categories will pay lesser amounts down to 
1 percent or less of their pay, of a month’s pay, for their wives to be 
treated in a hospital. 

Now I say that is unjustified. Whenever a pay bill comes before 
this honorable committee, if it is proposed to pay a flat increase of 
so many dollars, oh, no, the officers are up in the air, that is unfair. 

They invariably get a percentage increase. As a consequence the 
enlisted men will get a few dollars increase and the officers will go up 
to the top. 

Now if you reverse that process and require that for civil hospitali- 
zation the officers and enlisted men both pay on a percentage basis, 
I would go with that. 

Chairman Russetut. Do you think it would be fairer to say that 
all of them pay say 20 percent of 1 month’s pay? 

Mr. Horppen. ‘Twenty percent of 1 month’s pay is not sufficient. 
I would say that an enlisted man should pay nothing and an officer 
should pay at least $50 or $100 every time his wife is “hospitalized. 

That would be my suggestion. If you want to keep the enlisted 
men happy, let them know that they are not paying the same as an 
officer. 

On the train coming here one man protested to me about the prefer- 
ence that was shown in hospitals to officers’ families and I know in 
my own personal observation preference was shown to a Navy admiral 
who was not entitled under law to be in a Navy hospital. He is 
mentally incompetent. Yet he has remained in that hospital for 
3 years. It is conditions such as that that make our enlisted men 
dissatisfied. 

They are on the small end of the giveaway, while the officers get 
everything. 

The Secretary of Defense is more or less actuated by the military 
men in the Pentagon. There is a provision here on page 5 whereby 
outpatient service should be charged. 

Now I am wholly in favor of outpatient service being charged 
against officers active, retired, and retired enlisted men. 

But I think it is a travesty on justice to take and charge an enlisted 
man with wife and children or perhaps a pregnant wife, to charge 
either for outpatient treatment. 

[ think that should be changed by specific provision of law that 
the wife of the enlisted man and the children be given outpatient 
treatment in all military facilities. 

As I have mentioned before, that officers and men of the retired 
service and retired enlisted men, we should pay for outpatient service. 
It is only fair and just. 

There are several further things I would like to present in order to 
remove the stigma that this bill is more or less a step toward social 
medicine. 

I spoke to one of the gentlemen that testified here from the American 
Medical Association and the thought occurred to me while he was 
testifying, that the Congress and the committee could avoid this stigma 
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or the odium of being unduly inclined toward socialized medicine 
if they would increase the family dependent allowance three or five 
dollars per month for all enlisted men, with the proviso that then 
those enlisted men would buy their civilian medical insurance like | 
am doing. 

They would act as free individuals. They would be under no 
domination from any medical association, they could select their own 
doctor, select their own hospitals, and they would be free from the 

control of the Secretary of Defense. 

But they would be required each year or at stated periods to certify 
that they are carrying Government insurance. 

Chairman RussEty. Would you make that available to the officers 
too, Mr. Hoeppel? 

Mr. Horpret. You bring up a good point there. 

I would make that available to the officers, but with this exception: 
For the enlisted men I would make it so that they would pay a small 
amount and that they would receive protection up to $100 in a civil 
hospital, with a proviso that any expenditure above $100 for each 
admission would be carried by the National Government. 

That is what | would provide, and that the officers, they pay a 
greater amount. 

If they want that insurance let them have it. 

Chairman Russevtu. Would you let the Government increase their 
pay enough to do it? 

Mr. Horrren. I would not let the Government protect them. 
When an officer is receiving $12,000 a year, as I know of, $12,000 
a year pay plus all allowances free, I think that an officer is qui alified 
and fully financially able to carry his own insurance, as | am. 

Chairman RussgELut. How about a second lieutenant? 

Mr. Horpret. A second lieutenant? 

Well, there might be—— 

Chairman Russe.u. He is an officer. 

Mr. Horppet. The committee could work out some kind of an 
adjustment on the lower officers. But the second lieutenant receives 
two hundred-and-some-odd dollars a month and allowances, approxi- 
mately $400 a month. He receives that. 

Now while the committee is interested in civil hospitalization | 
would like to bring up a point which comes to me constantly. 

I receive letters every day from my subscribers who not only 
bring their own problems to me but the problems of others. 

To show you the inequities which exist, many of our aged men are 
failing mentally. 

I would include this for officers as well as enlisted men retired. 
Whenever they fail mentally, some provision should be made in this 
bill to provide for them so that they can be taken care of. 

I have two cases recently where enlisted men wandered away, they 
would lose themselves and they were obstreperous, at home. I had 
them placed in a State institution. The State charged them $90 a 
month for their care. They took it from the man’s retirement pay. 
[ feel that if any insurance, civil medical insurance is to be written for 
the retired officers and men of the armed services, that it should in- 
clude for them as it is possible to be included in the early part of this 
bill, where on page 6 it states that the Secretary of Defense may pro- 
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vide domiciliary care. He may provide medical care for domiciliary 
cases and chronic cases. 

[ feel that an officer or enlisted man who is like the admiral I told 
you about who was in a hospital for 3 years when he should not have 
been there, all such mental incompetents should have insurance and 
that the Government give him this insurance so that if he fails 
mentally, he will be taken care of. 

They will not take him in a soldiers’ home anywhere. But this is 
what we are doing, Mr. Chairman. We are paying every State 
hospital in the United States $700 per annum to take care of veterans 
in the State soldiers’ homes. 

I feel if we can take and pay $700 from the National Treasury to 
take care of the aged veterans in the soldiers’ homes, we ought to at 
least ba able to include them by specific enactment in this bill so that 
when they fail mentally, that they need not become State charges, 
or if they are not State charges, that they be saved from having their 
income reduced by paying charges to the State as a consequence of 
which their families have nothing with which to live. 

[ have another case right now of a man who served in battle in 
Cuba. He is a man that ought to be placed in an institution of some 
kind but if he goes in an institution, in a State institution, his wife 
must pay California $120 a month from his retirement pay. 

I say that men in this category are more to be considered for civil 
hospitalization benefits than are the dependents of officers, especially 
those in a higher pay category who receive sufficient pay from the 
service to provide for their own family’s civil hospitalization. 

| repeat again that speaking for the retired men, we are willing to 
pay any reasonable amount. Whether it should be on a percentage 
basis from our pay or whether this $25 stipulation should be raised 
from $50 to $100. we are willing to pay it, but we would like to be 
included in this bill on equity at least with dependents and aliens. 

[ have here two clippings taken from newspapers on the train in 
coming here from California. These clippings confirm that the press 
of the country is increasingly criticizing the Government in its hos- 
pitalization problems. 

One of them tells about the high-ranking officers retired from the 
service with munificent pay. They go out and hold lucrative jobs. 
Under the provisions of this bill if the Secretary of Defense so decides, 
they will be entitled to civil hospitalization; that is, their dependents 
will, at 7 cents per day. 

Then I have others over here criticizing the Spanish War veterans 
for going in hospitals when they are able to pay 

The hospitalization question is serious. The committee is to be 
congratulated for taking it up, but I say if you really want to do whist 
this bill says, if you want to build up high morale throughout the 
uniformed services, the thing to do is to give more benefits to the 
enlisted men and fewer benefits to the officers. 

That is what should be done. I came here from California and 
spoke before the House Armed Services Committee when the bonus 
bill was up, and I told them how I could save them millions of dollars 
if they would listen to me. 

Regretfully they ignored me, and I told them then and I repeat it 
here, that Congress made a mistake when they voted huge bonuses 
for men in the first grade. 
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As a consequence that put a block on all promotions, and when men 
in the lower categories, seeing that they could not advance, they just 
quit the service. 

I say, and the records prove that in the Navy alone only 2 percent 
of men in the higher grades ever left the service. 

So that proved my contention that every cent that was paid to the 
men in the higher grades to reenlist, the bonus paid to them, was a 
loss to the Treasury, and I feel that this bill with its expenditure of 
$100 million, it will be oaly a partial gain in respect to building morale, 
unless you provide properly for the enlisted man. 

The enlisted man is the backbone of the service. 

General Liggett who served in France—I was overseas 28 months 
he wrote an article and he credited us with the highest esteem for what 
we did, but yet notwithstanding that, Mr. Chairman, here I must 
journey from California all that distance and at great expense to ask 
you to give just mere justice to those of us who served in war. 

I served in two wars. I recently buried a man that served in four 
wars, and since then a man who served in three wars. Yet I must 
come here to plead and ask for justice when the Pentagon group up 
there,—they know how we served. 

This one letter and this special act of Congress proves conclusively 
how we served. 

Otherwise they would not have decorated us for bravery. But 
notwithstanding our heroism and how we worked and lived in the 
past, every time we ask for justice for the retired enlisted men, we get 
the cold shoulde rr. 

And let me tell you, Mr. Chairman, if you want to build up the 
military service, send your men out on the retired list who are booming 
and praising the service, and not who are going out with a growl. 

How can we feel toward the Pentagon group, knowing what we 
suffered in the years past, and then when we ask for the simplest form 
of justice, they repudiate us and turn us down, just as they have in 
this bill here and as they now are doing in another bill which I have 
before the House. 

This is a serious question. You are honestly interested in building 
up the morale and you are going to build it up if you will give the 
enlisted men a break. 

I want to thank you, Mr. Chairman. You have been a very fine 
friend to me and I hope that you will at least consider my remarks 
here, especially the 2, the 1 toward giving us who have retired 
with 30 years service and who are veterans of the various wars, that 
you will give us the same military hospital rights as you give to men 
that never left the safe confines of Washington, D. C., or New York 
City. 

That is all we ask. We ask the same even break. 

| hope you will do that. And then next I hope you will see that 
the families of the enlisted men, especially wives, pregnant wives, and 
mothers with children, that they not be charged for outpatient 
treatment when they go to a medical center for treatment. 

And if you will consider further, in conclusion, if you will let them, 
as I have indicated 2 or 3 different plans, if you will let them select 
their own hospital insurance, you will avoid a lot of redtape and you 
will certainly earn the undying gratitude of the men that you are 
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trving to retain and seeking to retain in service but who are leaving 
vou like flies regretfully. 
~ Chairman Russety. Thank you, Mr. Hoeppel, you make a very 
earnest and fervent advocate for the enlisted man. 

The next witness is Rear Adm. John H. Shultz, executive officer 
of the Naval Reserve Association. 


STATEMENT OF REAR ADM. JOHN H. SHULTZ, U. S. N. (RETIRED), 
EXECUTIVE OFFICER OF THE NAVAL RESERVE ASSOCIATION 


Mr. Suutrz. Mr. Chairman, I am John Shultz, executive officer 
of the Naval Reserve Association and I have a very short statement 
here 

The Nav: r Reserve Association supports H. R. 9429, as passed by 
the House of Representatives, with one reservation. 

Since the passage of Public Law 810 Naval and Marine Corps re- 
servists retired under title III of the law have been entitled to medical 
care for themselves and their dependents. 

This privilege, which is not extended to reservists of the other serv- 
ices, came about as a result of an enlightened policy placed in effect by 
administrative decision of the Department of the Navy. 

While the policy had the effect of permitting retired reservists cer- 
tain medical care for themselves and their dependents, its real signifi- 
cance is that it recognized officially that a retired naval reservist is, 
like any other retired individual, entitled to all rights and privileges 
of that status. 

We regret that the other services have not seen fit to treat their re- 
tired reservists as full-fledged members of the service family and urge 
that the same policy be extended to the Army and Air Force Reserve. 

By the same token we resent strongly the fact that the House of 
Representatives has seen fit to eliminate by this legislation the provi- 
sion that a Naval or Marine Corps reservist is a full-fledged member of 
the naval service—a right that our association feels that these individ- 
uals have earned by their long and faithful service. 

Pertinent and fundamental, of course, is the fact that all of the 
eligible reservists must be at least 60 years of age and the length of 
time they are eligible for the benefit is reduced markedly by the — 
Reaper in contrast to the regular retiree, who usually retired at a 
significantly earlier age. 

Congress has taken traditionally two policy positions which affect 
this bill. First, it has never removed knowingly a benefit or privilege 
established by law or regulation. 

Second, it has stated repeatedly that reservists serving under 
circumstances similar to regular personnel shall be given equal treat- 
ment, 

We request, therefore, that all reservists of every service receive 
the status of retired personnel, when properly qualified under law, 
with all the rights and benefits established for regular retired person- 
nel. 

If this is not considered feasible, we request that at least those 
Naval and Marine Corps reservists presently enrolled in these services 
be eligible for the benefits envisioned by H. R. 9429, if they otherwise 
qualify, and are members of the Reserve on the day this legislation 
becomes effective. 
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Thank you very much. 

Chairman Russety. Thank you, Admiral Shultz. 

Mr. Charles E. Lofgren has come in here and requested 2 or 3 
minutes. The request was made this afternoon. This is the second 
or third time this has happened, isn’t it, Mr. Lofgren? 

Mr. Loreren. As representative of our association 

Chairman RussgEuu. Did you represent them at the last hea 
we had on retirement legislation? 

Mr. Loreren. Yes, sir. 

Chairman Russg.u. If I recall correctly the request came in at a 
very late date and was not ee by the prepared statements 
as required by the rules of the committe 

Have you filed your statement this time? 

Mr. Loraren. Yes, sir. 

Chairman Russe.tu. When did you file it? 

They were just filed? All right, sir, 1 am going to hear you this 
time, Mr. Lofgren, but next time if you come in at the 11th hour, 
we will have to ask you to conform to the rules 


STATEMENT OF CHARLES E. LOFGREN, NATIONAL SECRETARY, 
FLEET RESERVE ASSOCIATION 


Mir. Loreren. Mr. Chairman and members of the committe: 
My name is Charles E. Lofgren, national secretary, Fleet Reserv 
\ssoci: at, and I speak for the career enlisted men of the Navy and 
Marine Corps who are members of the association which I represent 

The Fleet Reserve Association considered H. R. 9429, the medical 
care bill for dependents of me mae ‘rs of the uniformed services, the 
most important piece of personnel legislation which the Congress has 
considered in many years, and we endorse tholeheartedhs its broad 
provisions. 

If H. R. 9429 is favorably reported by this committee and enacted 
into law, it will enhance the morale of the members of the uniformed 
services and their dependents, and at the same time create an addi- 
tional incentive for career attractiveness, 

During the next 2 minutes of the time which has been allotted me 
to speak on H. R. 9429, I wish to discuss a matter which vitally affects 
the lives and welfare of 50,000 retired enlisted men of the Navy , Marine 
2 and Coast Guard. 

nless this bill is amended in one pi irticular, | believe that, uninten- 
Fe a benefit which these long service career retired enlisted men 
of the Navy, Marine Corps, and Coast Guard receive under present 
laws may be unintentionally repealed. 

The section to which I refer is section 302 on page 12 of the bill as 
passed by the House of Representatives, read in conjunction with thi 
catchall repealing clause in section 305 (b), on page 14 of the bill. 

Here in section 302 provision is made for retired enlisted men of the 
Army and the Air Force to receive a ration allowance when hospit- 
alized in a Federal hospital. 

This is a most worthy proposal, the purpose of which was to bring 
retired enlisted men of the Army and Air Force on a parity with what 
statutes already provide for retired enlisted men of the Navy, Marine 
Corps, and Coast Guard. 
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A representative of the Coast Guard informed me on my interroga- 
tion that their statutes do provide a ration allowance for retired 
enlisted Coast Guardsmen when hospitalized. 

Section 207 of the Naval Reserve Act of 1938 (title II, Fleet Reserve) 
provides such a ration allowance for retired Navy and Marine Corps 
enlisted men in the following exact quoted language: 

Members of the Fleet Reserve and retired enlisted men shall receive the ration 
allowance prescribed by law for enlisted men of the Regular Navy when such men 
are hospitalized in a Federal hospital in accordance with law (52 Stat. 1179-1180, 
ch. 690; 54 Stat. 162, ch. 163). 

Since there is no mention made in H. R. 9429 to cover retired 
enlisted men of the Navy, Marine Corps, and Coast Guard receiving a 
ration allowance when so hospitalized and section 302 applies specifi- 

cally to retired enlisted men of the Army and Air Force, it is my belief 

th at the catchall repealing clause in section 305 (b) on page 14 of the 
bill does in effect, or at least by inference, repeal the present statutes 
that provide a ration allowance when hospitalized for retired enlisted 
men of the Navy, Marine Corps, and Coast Guard. 

| know past decisions of the Comptroller General and the Court of 
Claims will bear me out in my belief that inclusion of the catchall 
repealing clause will cancel out the prior laws pertaining to a ration 
allowance for retired enlisted men of the Navy, Marine Corps, and 
Coast Guard, since such personnel are not mentioned in section 302. 

They have constantly held that if it was intended to include their 
categories the Congress would have so legislated. 

For the foregoing reasons I respectfully urge on behalf of the 50,000 
retired enlisted men of the Navy, Marine Corps, and Coast Guard that 
section 302 of H. R. 9429 be amended by substituting the words: 

“Uniformed services” for the words ‘‘Army and Air Force’’ in lines 
15-16 and 18 on page 12 of the bill. 

The section would then read as follows 

Sec. 302. Retired enlisted men of the uniformed services when hospitalized in 
a Federal hospital shall receive the ration allowance prescribed by law for enlisted 
men of the uniformed services when so hospitalized. 

Incorporation of this simple amendment will clarify the point and I 
believe it to be in the interests of the aims and purposes of unification 
for the armed service. 

In conclusion, Mr. Chairman and members of the committee, I was 
particularly impressed with the chairman’s opening statement at yes- 
terday’s hearings, which commended Congressman Kilday and the 
members of his subcommittee of the House Armed Services Com- 
mittee for their outstanding job on the medical care bill, and to this 
I would add the appreciation of the career enlisted men of the Navy 
and Marine Corps who are members of the Fleet Reserve Association, 
along with thanks to this committee and to the Defense Department 
officials. 

Thank you. 

Chairman Russevyi. Any questions? 

Thank you, Mr. Lofgren. 

I have here a statement submitted by Mrs. Nell F. Stephens, a reg- 
istered lobbyist which will be incorporated in the record at this point. 

The letter reads as follows: 
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Wasuinoeton, D. C., April 13, 1956 
UNITED States SENATE COMMITTEE ON ARMED SERVICES, 
Senate Office Building, Washington, D. C. 

Mr. CHarRMAN: Regarding H. R. 9429 in favor of medical care for dependents 
of servicemen. It is needed. Many dependents are now in State hospitals be- 
cause of improper care; and because they were placed in hospitals by the service- 
men themselves before leaving America for foreign service. Provisions are made 
for dependents which are handled wrong and proper care and provision is not 
made for dependents. 

Many veterans of World War I are in State hospitals when they should be in 
VA hospitals. I can cite a case, veteran World War I, denied admission to VA 
hospital in South Carolina, because it was stated he was not service connected 
He was sent to State hospital in South Carolina. Given shock treatments, upper 
teeth removed, later replaced by denture; most unsatisfactory, that case. After 
investigation veteran has received transfer to VA hospital in Augusta, Ga. This 
week he is receiving proper dental care. He is service connected. 

There are many more such cases. The mothers, wives, and children of service- 
men should be given consideration in every medical, dental, and surgical way. 

If the allotments for dependents is not sufficient to care for the dependents of 
servicemen, then some provision should be made to do so without holding depend- 
ents in State hospitals, as I know the case to be. 

The dentists of the District of Columbia as well as all doctors could certainly 
stand a good investigation and that goes for nurses also. 

The welfare of the sick is first consideration. 

Thank you. 

Mrs. NEuu F. STEPHENS. 

P. S. Personally, I am a good example of what local (wrongly trained) dentists 
do to human beings. Some clinics and some private dentists. 


Chairman Russe.tt. The committee has received requests from 
the following to have statements included in the record: The American 
Legion; Dr. Herbert P. Ramsey, American Academy of Obstetrics 
and Gynecology; Dr. Robert F. Neal, Greenville, Miss. 

The statements will be made a part of the record at this point. 


Tue AMERICAN LEGION, NATIONAL LEGISLATIVE COMMISSION, 


Washington 6, D. C., April 13, 1956. 
Mr. Harry L. WiNGATE, 


Chief Clerk, Senate Armed Services Committee, 
Senate Office Building, Washington 11, D. C. 

Dear Mr. Winaate: Referring to hearings scheduled to be held today before 
the Senate Armed Services Committee in connection with H. R. 9429, the de- 
pendents’ medical care bill, I enclose, copy of statement of Mr. Emmett G. 
Lenihan, chairman of our naval affairs committee, and would appreciate it if 
you would be good enough to have same inserted in the record of the hearings. 
We are not asking for a personal appearance. 

Thanks for your help. 

Sincerely yours, 


Mites D. KENNEDY, 
Director. 


STATEMENT OF Emmett G. LENIHAN, CHAIRMAN, NAVAL AFFAIRS COMMITTEE, 
THrE AMERICAN LEGION 


Mr. Chairman and members of the committee, the American Legion appreciates 
this opportunity of presenting its views in the support of proposed legislation to 
extend and insure adequate medical treatment and care for dependents of the 
armed services. 

During the 1955 national convention of the American Legion, the naval affairs 
committee, on which I was privileged to serve as chairman, considered and ap- 
proved Resolution No. 443. This resolution was subsequently adopted by the 
convention as part of the report of the committee on national security and urges 


support of legislation and adequate funds for medical care for dependents of 
servicemen. 











160 DEPENDENT MEDICAL CARE 


We of the American Legion, have become increasingly concerned over the lack 
of adequate dependents’ medical care. We consider that this condition is one of 
the most serious matters affecting the morale of American military personnel. It 


as resulted in an adverse effect on any attempt to instill within American youth 
he desire for long-term military careers. 

As veterans of wars into which this Nation has been drawn, members of the 
\merican Legion lay great stress on the caliber of service personnel America needs 
to guarantee the ability of the respective services to fulfill their assigned missions. 
We recognize, and have expressed deep apprehension over the severe decline in 
the reenlistments, that finds its origin in the loss of service attractiveness. The 
text of Resolution No. 443 is herewith submitted in its entirety: 

‘Whereas the need to improve service benefits and the need to care for the 
physical well- on of military personnel and their families is evident to the 
President, to the Defense Department, and to the Congress: and 

Whereas the whittling away of many of these benefits is a false economy which 
ignores the fact that the combat effectiveness of the Armed Forces depends upon 
the morale of its personnel; and 

“Where - it is recognized that individuals entering the military service have 
een led to believe that their families would be well cared for, and this represents 
a moral contract by this country to members of the Armed Services; and 

‘Whereas the medical care hitherto provided to dependents of military personnel 
has been both inadequate and varied in extent and degree among the three 


‘Whereas it is recognized that medical hardships do exist within many of our 
Armed Services families; and 
as a uniform program for medical care for dependents of military person- 
nel is in the interest of sound public policy and is an important factor in the 
creation and maintenance of high morale among Armed Forces personnel: Now, 


therefore, be it 





‘Resolved by the American Legion in national convention assembled at Miami, 
Fla., October 10-13, 1955, That the Congress of the United States be petitioned to 
take immediate steps which will insure the availability of physicians and facilities 
capable of providing complete care to the families of military personnel and that 
where such care is provided it be done so at Government expense.”’ 

We consider that improved service career benefits and attractions have a 
rect bearing on the ability of the armed services to retain their qualified per 
nel \ good example of this was last year’s action of this Congress to increase 

’ ot service personnel. The results of this one act alone have been ex- 
emely gratifying. We have been encouraged by the improved ability of the 


services to retain their personnel. As a matter of fact, the increased cost of this 
pay bill alone has already been well repaid by the decrease that has resulted in 
training costs. However, even with this improvement, we are a long way from 


desired result. 

It has long been recognized that one of the traditional benefits to the serviceman 
s that his family will be taken care of. This tradition not only rests on legal 
sanction dating back to 1884 but, and we consider this to be even more important, 

a moral obligation upon the part of the United States Government. Unfor- 
lv, however, the trend has been, for sometime past, to whittle away and to 
this country’s responsibility to dependents. It is not enough to think 
only in terms of planes, ships, and divisions. 

The situation has been further complicated by the fact that each of the three 

rvices operate under different ground rules. The net result is that medical 
hardships do exist within our armed services’ families and, if we are to create and 

ntain the conditions for a high morale among our armed services’ personnel, 
we must, in the interest of sound public policy, provide for a uniform and expanded 
program of dependents’ medical care. 

We recognize the fact that military medical facilities are overtaxed. For this 
reason, we consider that the provisions of H. R. 9429 not only provide a sound 
program but will materially decrease the drain on what we believe are inadequate 

ilitary medical facilities. 

The unpredictable availability of dependent medical care has created a problem 
wherein, at the present time, some 40 percent of our military dependents are 
inable to avail themselves of military medical care. This condition is not created 
only by existing overtaxed facilities but the factors of distance and unavailability 
of such care are also involved. When one considers the fact that there are over 


2% million military dependents, the magnitude of the problem becomes immedi- 


ately evident 


mil nize 
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It is not unreasonable that we consider that our military force, even 
Nation, is a substance of families. The families of our servicemen either sustain 
them or not in military life depending upon how the military service sustains 
him and his household. We, who are not members of the military service, 
depend heavily upon our neighborhood communities with which we are identified 
and where our interests lie. Military dependents, on the other hand, must de- 
pend upon the military unit or station for community identification: their roots 
lie in the military system. When the system does not offer them the normal 
benefits that we associate with community life, these dependents become, in 
fact, displaced persons in areas of questionable acceptance. 

As I have already indicated, the availability of medical care at the present 
time is largely restricted by existing limited military medical resources. It is 
unfortunate that resignations among our medical officers today far exceed new 
appointments. The ratio of service doctors to military personnel is steadily 
decreasing. We feel, therefore, that it is also imperative that early consideration 
be given to some means whereby this trend can be reversed so as to build up a 
military career medical program. 

All of our servicemen entering military life, whether they be inductees, or 
volunteers, have been led to believe that their families will be taken care of. 
Enactment of H. R. 9429 will go far in providing the means to fulfill this moral 
obligation to the armed services. We, of the American Legion urge favorable 
consideration by the committee of the bill and speedy congressional enactment 
of its provisions. 


as our 


AMERICAN ACADEMY OF OBSTETRICS AND GYNECOLOGY, 
Washington 6, D. C., April 14, 1956. 
Senator Ricuarp B. RussE.u, 
Chairman, Armed Forces Committee, 
United States Senate, Washington, D. C. 


My Dear Senator: I have the honor to submit herewith for the record a state- 
ment representing the point of view of the American Academy of Obstetries and 
Gynecology regarding H. R. 9429, a bill to provide medical care for the dependents 
of the uniformed services of the United States. 

Very respectfully yours, 
HeRBERT P. Ramsey, 
Chairman, Committee on Legislation. 


STATEMENT OF AMERICAN ACADEMY OF OBSTETRICS AND GYNECOLOGY 


Mr. Chairman, my name is Herbert P. Ramsey, practicing gynecologist of 
Washington, D. C., and chairman of the committee on legislation of the American 
Academy of Obstetrics and Gynecology. This academy is the largest organiza- 
tion of obstetricians and gynecologists in the world. It has nearly 3,500 member 
obstetricians in every State and Territory. 

Our organization comprises nearly all of the American specialists in this field of 
professional activity. It will be interested in any legislation bearing upon the 
quality and quantity of medical care available to groups within this field of its 
interest and knowledge. With the uniformed services already delivering 200,000 
women per annum, not mentioning the gynecological services, our interest is 
demanded. 

The academy favors any legislation which would improve the availability and 
quality of these services. In particular, it favors the objectives of this bill. It 
publicly here offers its resources to assist the executive departments in formulating 
wise policies and procedures under the authority of any legislative program enacted 
to further these objectives. 

The bill as drawn appears to weight the provision of care toward military 
facilities. Our point of view may be summarized as follows: 

1. Most dependent care should be afforded by civilian physicians and civilian 
hospitals, the Armed Forces retaining only enough of this care to furnish some 
variety of types to service physicians. 

2. Overcrowding of service facilities by dependents should be specifically pro- 
hibited in the enactment. Overcrowding maternities and nurseries is particularly 
hazardous and has frequently occurred. Relief by too early discharge of patients 
is unsound medical practice. 

3. The enactment should prevent new capital construction occasioned by 
dependent care loads in the uniformed services. 
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4. Whether civilian or military care be furnished, an initial small deductible 
should be paid by the member or retired member of the uniformed service. 

5. Dealing through a State fiscal agent with reasonable fee schedules for civilian 
physicians and civilian hospitals is administratively the simplest and best method 
for purchasing the needed care. 

6. In addition, title LI, section 205, should provide for regional or State advisory 
committees, as well as those mentioned. 

On behalf of the academy I thank you for the opportunity of presenting this 
statement 

HERBERT P. RamMsEy, 
Chairman, Committee on Legislation. 


Chairman Russeiu. This brings to a conclusion the hearings on 
H. R. 9429 by this committee. 

The committee will now go into executive session and we will have 
to ask all our visitors here to retire. 

Whereupon, at 4:25 p. m., the committee went into executive 
session.) 

The following statement was subsequently received and included 
in the record: 











STATEMENT OF THE HONORABLE JOHN L. McCLELLAN, UNITED 
STATES SENATOR 


Mr. Chairman, I appreciate the opportunity to file this statement in support 
of my amendment to H. R. 9429, a bill to provide medical care for dependents 
of members of the uniformed services. This amendment would, in brief, continue 
the maintenance, operation, and availability of the Army-Navy hospital at Hot 
Springs National Park, Ark., for the purposes of this act until otherwise provided 
by the Congress. 

According to the House report accompanying this bill, at least 40 percent of the 
dependents of our active-duty personnel do not now receive medical care from 
facilities under the jurisdiction of the uniformed services. In addition, retired 
personnel and their dependents, according to the information that I have received, 
are not receiving even this percentage of medical care to which they are entitled 
under the law. 

H. R. 9429 is designed, as I understand the House report, to bring about an 
improved program of dependent medical care, including retired personnel and 
their dependents. The proposed legislation does not contemplate any new expan- 
sion of medical facilities but, at the same time, does not contemplate any reduction 
in the medical facilities that are in existence or now planned. 

The purpose of my amendment is to continue in existence and operation for the 
purposes of this act, the Army-Navy hospital in Hot Springs National Park, Ark. 
During the past few years, I have vigorously protested the closing of this facility. 
On the other hand, the Department of the Army and the Department of Defense 
have insisted that it should be closed. 

At the last session of the Congress, legislation was provided to maintain this 
hospital in operation through fiscal year 1956. It is my understanding that unless 
additional legislation is passed, the hospital will be closed sometime during the 
early part of fiscal 1957. I think that I should add that this contemplated action 
is to be taken in spite of the fact that the Assistant Secretary of Defense (Properties 
and Installations) Franklin G. Floete, and Dr. Frank B. Berry, Assistant Secretary 
of Defense (Health and Medical), unsolicitedly came to my office and advised me 
definitely that the facility would be maintained indefinitely. 

Apparently, the Secretary of the Army appealed this directive which, according 
to information which I have received from Dr. Berry, was issued to him on Febru- 
ary 20,1956. Naturally, I relied upon the information which I received from these 
high Government officials and so advised by personal letters and through the press, 
the decision that the hospital would be maintained in operation indefinitely. 

I am giving you this background information only because I feel that specific 
legislation is required to maintain the operation of this hospital in view of previous 
and contemplated action by the Department of Defense and the Secretary of the 
Army. 

While I think it is clear that the Army-Navy hospital should be continued in 
operation for the purposes of the act under consideration, I would like to add 
that in making a proper evaluation the Army-Navy hospital at Hot Springs 
National Park, Ark., is a permanent Government installation that was established 
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by the Congress and has been in existence since 1885. It was completely rebuilt 
at a cost of $3,500,000 and reopened in 1933. Complete renovation was made 
in 1952 to make it one of the most modern facilities in the country. It is located 
in one of the oldest national parks of our country—a park in which the Federal 
Government has a very large investment—a park which is a national attraction 
and from which considerable revenues are derived—and a park which has exten- 
sive mineral waters with unexcelled therapeutic values. 

I am sure that your committee has now had available to it information which 
conclusively shows that the dependents of the members of the active uniformed 
services, as well as retired personnel of the Armed Forces and their dependents, 
are not now generally provided with the adequate medical care to which the law 
indicates they are entitled. The maintenance and operation of the Army-Navy 
hospital will, in my opinion, be a step forward in the inadequacy which exists. 

In addition, I need only point out that the progress we are attempting to make 
to increase the morale of the armed services and to add to an incentive to the 
building up of our Reserve strength will be enhanced by the knowledge that this 
hospital with its facilities will be continued to be made available. I am particularly 
interested in assurances of adequate hospital facilities for those who now enter 
the services upon their retirement. 

Mr. Chairman, while there are those who may say that Iam urging the 
continuance, maintenance, and operation of the Army-Navy hospital because 
it is in my own State, I want to say in all sincerity that I believe that there is a 
need for its use in connection with and for the purposes of this legislation now 
pending before your committee. I heartily support the legislation and urge that 
my amendment be adopted. 


The following letter from Assistant Secretary of Defense Burgess 
was subsequently received and is included in the record: 


ASSISTANT SECRETARY OF DEFENSE, 
MANPOWER, PERSONNEL, AND RESERVE, 
Washington 25, D. C., April 18, 1956. 
Hon. Ricwarp B. Russet, 
Chairman, Committee on Armed Services, 
United States Senate. 
Dear Mr. CHatRMAN: This is in reference to the testimony gi 


ven before your 
committee by representatives of the Department of Defense and certain other 
witnesses during the course of the hearings on H. R. 9429, the dependent medical 
care bill, on Friday, April 13, 1956. 

Specifically, I have reference to section 102 (ec) of the bill which excludes from 
entitlement to benefits of the bill a member or former member of the uniformed 
service who is entitled to retired or retirement pay under title III of the Army 
and Air Force Vitalization and Retirement KMqualization Act of 1948. 1 believe 
my testimony on this matter is clear. However, in view of the statement made 
by Col. C. M. Boyer, executive director of the Reserve Officers Association, it is 
considered appropriate that the Department of Defense position be clarified in 
further detail. 

First, let me say that the matter of extending the benefits of this legislation to 
include reservists drawing retirement pay under the cited act was given serious 
and extensive consideration during all phases of the development of this bill. 
This same matter was also considered carefully during the drafting of the Army 
and Air Force Vitalization and Retirement Equalization Act (Public Law 810, 
80th Cong. 

The fact that the members in question are reservists who, for the most part, 
serve on active duty for relatively short periods of time and then qualify for retire- 
ment pay by participation in the Reserve has placed them in a somewhat unique 
status. They are primarily civilians during the period of time they are qualifying 
through reserve participation. They do not have entitlement to medical care for 
themselves or their dependents during the time they are on inactive status prior 
to reaching age 60. They could conceivably be severed from the active Military 
Establishment for more than 30 years before they become qualified for retirement 
pav at age 60. 

There are, of course, notable exceptions, primarily officers who enter active 
service late in life and who continue to serve on active duty for longer periods of 
time, some of whom actually reach the age of 60 while on active duty. In these 
exceptional cases, there is perhaps some room for special consideration. However, 
in most instances, the latter individuals would qualify for retirement under pro- 
visions of law other than title III, Public Law 810, and would thus have th« 


>» Same 
benefit entitlements as all other retired members. 
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he part of the Department of Defense to discriminate 
| teserve Forces in this or any other legislation. On 
best efforts have been directed toward strengthening our Re- 

possible. Reserve officers who serve on active duty and who 
ent as a result of their active service would benefit from this 
other laws which provide benefits for members of the Armed 


1429 is one of the major legislative items in our program to improve 
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incentives. Its purpose is to eliminate existing inequities and thus 
ndividuals to volunteer for long-term career service. Under these 
vas not considered discriminatory that title III retirees were excluded 
ntitlements of this bill. 
reference to Colonel Boyer’s statement that figures submitted by the 
ment of Defense to the House Committee on Armed Services are ‘‘ mis- 
and were apparently designed to create an adverse reaction on the part 
House committee when it was studying this problem,” I wish to make it 
at such was not the case. 
ions showing the estimated number of title III reservists who would 
eligible for retirement pay in future years were submitted by the Depart- 
ent of Defense at the request of the counsel for the House Committee on Armed 
Services. The figures submitted were obtained from each of the four services, 
ind each service has advised this office that attrition and mortality factors were 
nsidered in arriving at their estimated future strengths. 
\s shown on the attached tabulation, the great bulk (35,655) of the 43,000 
tired members estimated to be on the retirement rolls under title III, Publie 
810, by 1965 are Army reservists. These, undoubtedly, will be the prospec- 
accumulation from among the vast number of Reserve officers who served 
Army during World War II and during the Korean conflict. This projec- 
is worked out by the Army under the best known techniques for predicting 
iccumulations, as were those of the other services. In the absence of better 
ere is no basis for challenging their figures. 
respect to the estimated number of dependents these title III retirees 
by 1965, the figure of 74,000 which was submitted to the House 
mn Armed Services is perhaps an excessive estimate. This projection 
was worked out by this office on the basis of a factor previously developed by the 
Kaplan committee in its report on retired personnel. It is altogether possible 
that this ratio of 1.6972 dependents per retired member is too high for the title III] 
roup at age 60. This factor was employed, however, in the absence of any other 
ble information upon which to calculate the number of dependents involved. 
is hoped that the foregoing information will serve to clarify the testimony 
on this matter. The Department of Defense adheres to its previously 
1 position that individuals who qualify for retirement pay under title ITI, 
Law 810, properly should not be given entitlement to the benefits of 
9429. If, however, it is the decision of your committee to amend the bill 
) give such entitlement, it is recommended that it be limited to those title 
rees who have served on active duty for a period of at least 10 years. 
Sincerely yours, 


»t 
ect 


CarTER L. BuRGEss. 


ry personnel under title III, Public Law 810, 80th Cong., with 
estimated dependents 
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